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Eprror’s Note: The author undertakes to estimate the 
present and future markets for ordinary life insurance, 
and emphasizes the need for extensive market research on 
the part of life insurance companies. 


IX YEARS ago the Temporary Na- 
S tional Economic Committee (TNEC) 
investigated the life insurance business 
and reached this conclusion regarding life 
insurance marketing: “Obviously, the 
absence of concrete information prevents 
(life insurance) companies from taking 
forthright steps in the solution of their 
sales problems.” This is a rather interest- 
ing observation, but a final judgement in 
the matter is possible only with knowl- 
edge of the available information and the 
market needs of life insurance selling. 
That is what this article proposes, tenta- 
tively, to examine. The discussion will 
be limited to the market for ordinary life 
insurance as differentiated from group 
and industrial life insurance. 


Aspects of the agency system of life 
insurance selling which particularly con- 
cerned the TNEC were the training and 
compensation of agents, together with 
the persistency of life insurance policies. 
The TNEC noted a tendency toward in- 
adequate agent training and low com- 
pensation, resulting in a high turnover 
of agents. The high turn-over of agents 
left many policyholders unserviced, with 
the consequence of unnecessary life in- 
surance lapses. 

Since 1940, the compensation of agents 
has risen markedly; turn-over during the 
past two years has been reduced so 
greatly that it is lower than in most other 
employments; and the lapsing of life in- 
surance policies is presently at a phe- 
nomenally low level. These great im- 
provements are, at least in some meas- 
ure, due to the unusual circumstances 
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attendant to the war period—especially 
to limited manpower and to high in- 
comes. In consequence, the questions 
raised by the TNEC as to the effective- 
ness of the agency system remain un- 
answered; and they will remain un- 
answered until we know whether there 
can be a recurrence of the conditions of 
1930 to 1939. Ascertaining the causes for 
these conditions would enable life in- 
surance management to try to avoid past 
inadequacies of the agency system, al- 
though it would involve intensive in- 
quiry into the market for life insurance. 

A market consists of a certain number 
of people or consuming units who are 
somehow socially inter-related, who have 
peculiar needs, and who have a particular 
purchasing power. To fail to recognize 
these markets, results in trouble for the 
selling organizations. The TNEC 
ascribed the selling troubles of life in- 
surance to poor training and poor com- 
pensation. This can be only a partial 
explanation, because poor compensation 
is merely a consequence. The occurrence 
of selling difficulties, which are beyond 
the influence of the business cycle, have 
been due mainly to lack of knowledge as 
to the market for ordinary life insurance. 
High turn-over and low compensation of 
agents are symptoms indicating that too 
many agents are trying to sell insurance 
to a segment of the population who have 
limited purchasing power. The lapse of 
insurance is, in substantial measure, due 
to the failure to recognize the needs of 
the market both in selling and reservicing 
business. 

The job of market analysis and re- 
search is to find out the number of people 
who have a given set of needs, to measure 
the range of income these people possess, 
and to define the general social relation 
which binds these people into a group. 
The job of the agent or salesman is to 
trace out the social relationship of a 


market for the purpose of locating the 
individual purchasers within the market. 

These functions are naturally closely 
inter-related; but they should not be con- 
fused. Life insurance management has 
generally left it to the agent to find the 
market as well as the individual pur- 
chaser; and it is probable that the agent’s 
inability to discover a true market he can 
serve has been far more responsible for 
high turn-over than the lack of training 
or weakness in the compensation system 
pointed to by the TNEC. Agency man- 
agements have not generally had an in- 
timate knowledge of what markets exist, 
even if they have had an idea of what 
markets they are seeking. A particular 
market has become apparent only after 
a successful agent happens to have 
discovered it, usually with little or no aid 
from his management. 


THE TRIAL AND Error METHOD 


The process of having agents discover 
markets is a trial and error process which 
is very costly, because it takes so many 
agents to develop adequate sales. Under 
such a method, the only way of finding 
new markets is to add more agents. 
Without a particular market in mind, life 
insurance management’s selection of 
agents is necessarily indiscriminate. It is 
not possible to select an agent for a job 
because the job is unknown. A high sales 
aptitude on the part of an agent is not, in 
this situation, sufficient assurance that 
he will be able to develop a substantial 
volume of life insurance sales. 

A fine-looking college fraternity man 
may be selected, for instance, when the 
only unsaturated existing market in the 
territory may be among a group of 
skilled workmen who happen to be 
Polish Catholics. However fine a sales 
aptitude that college man has, he will 
not make the successful agent that a 
Polish Catholic workman, familiar with 
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the skills and vernacular and social rela- 
tions of his market, would make. Our 
hypothetical college man will fail because 
he will go looking for sales among his 
fraternity friends (when that market is 
already over-saturated) rather than 
among the skilled workers. Without 
knowledge of a predetermined and meas- 
ured market, the recourse of the life 
insurance management upon the failure 
of this agent and the lack of sales is, all 
too frequently, to hire more agents. 
Again, the trial and error method of 
finding markets is costly, because once 
having found a market through an agent, 
there is no way to judge the extent of it. 
Our life insurance management is now 
aware, through the success of an agent, 
that there is a market among the Polish 
Catholic skilled workmen. But the ques- 
tion arises, will that market support one 
or two or three or a dozen agents? Short 
of market research, there is no way for 
the management to know except by 
adding more agents who know the Polish 
Catholic skilled workmen market. By 
the time enough agents have been added 
to judge the extent of the market, the 
market has been oversaturated with 
agents to the detriment of all of them. 
Trial and error selling adds another 
cost in the life insurance business. The 
majority of agents who fail probably do 
succeed in making a few isolated sales, 
even though they could not find a broad 
enough market to support their efforts as 
a career. These isolated sales take place 
because the agent had friends or ac- 
quaintances who had need for protection 
and need for advice on how to protect 
their families. When the agent who sold 
that life insurance policy fails, the policy- 
holder becomes an orphan without 
benefit of advisory service. If the policy- 
holder’s financial circumstances change, 
he may need an adjustment in his in- 
surance—perhaps he can convert it to 


another kind of policy. In the absence of 
competent advice from a life insurance 
agent who is interested in him and his 
policy, the policyholder often lets his life 
insurance lapse (or revert to its auto- 
matic nonforfeiture benefits). 

These illustrations of misjudging life 
insurance markets, and its consequences, 
may seem to be carried to extreme 
lengths until one considers the nature of 
life insurance sales. The sale of life in- 
surance is somewhat peculiar in that it 
creates a long time commitment on the 
part of the buyer to pay money year 
after year to the insurance company. In 
this respect, the sale of life insurance is 
like an instalment sale. A few successful 
agents can sign up a repetitive market 
which persists and guarantees the ex- 
istence of the life insurance companies. 
The ordinary retail sales organization 
which depends on a series of one-time 
sales over the years cannot make many 
mistakes in judging the needs and extent 
of the market and still survive. The life 
insurance companies, which always have 
some repetitive market, can make many 
market mistakes and still remain going 
concerns. In other words, sales practices 
have a minimum effect on the operations 
of the life insurance companies. 

The ability of life insurance companies 
to minimize their sales problems, how- 
ever, Cannot continue to determine sell- 
ing practices. There is also the matter of 
the cost of insurance. Trial and error in 
locating markets is costly to the agent 
because many have to work at low 
compensation and many fail, It is costly 
to the policyholder and to the life in- 
surance company because selling ex- 
penses are high and insurance lapses 
bring losses. The TNEC warned that un- 
less these costly conditions can be 
mitigated “the time will have arrived 
when the social disadvantages resulting 
from the (agency) system as presently 
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conducted can not be ignored.”’ Market 
analysis and research can contribute 
much to the reduction of life insurance 
selling costs. 


NATIONAL INCOME AND 
INSURANCE SALES 


Among the foremost problems for 
market research to tackle is that of 
defining the extent or the limits of the 
total life insurance market. This is a 
prime problem because the size of the 
total market, if it is measurable and 
known, can be related to the total num- 
ber of agents. Knowledge of the total 
number of agents which the market is 
capable of supporting will show the need 
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Cuart I. Fluctuation of National Income, New 
Ordinary Insurance Sales, and Premium Income (in 
dollar volume). 1909-1945. 


Sources: National Income Figures: 1909-1938, Na- 
tional Bureau of Economic Research; 1939-1945, U. S. 
Department of Commerce. New Ordinary Insurance 
Sales and Total Premium Income from The Spectator. 


for careful agency selection with a mar- 
ket in mind, will mitigate turn-over and 
improve compensation, will help to 
reduce lapses from over-selling and 


agent’s failure, and will help to insure 
more even coverage of the market in- 
stead of permitting excessive competi- 
tion in some segments while inadequate 
coverage exists elsewhere. 

Some statistical analysis has been 
undertaken by life insurance companies 
for the purpose of measuring markets. 
Most attempts to analyze the market to 
date have been based upon the total in- 
come available to individual consumers. 
Total income has not, unfortunately, 
proved a very useful measure of life in- 
surance sales. This is apparent from 
Chart I. 

Chart I shows two divergent things. 
From 1909 to 1929, new sales of ordinary 
life insurance correspond very closely to 
the national income, fluctuating directly 
and at an accelerating rate with national 
income. From 1930 to 1945, however, 
this direct and accelerating relation is no 
longer apparent. Life insurance sales 
throughout much of the latter period 
actually show an inverse relation to in- 
come, that is, sales decline in spite of 
the increase in national income. The low 
point of the depression came to the life 
insurance business, it is interesting to 
note, in 1939. 

The inability to use total income as a 
gauge of life insurance sales within the 
past 15 years has undoubtedly con- 
tributed to an indifference toward mar- 
ket research. Yet there are explanations 
for the peculiar behavior shown by 
Chart I. Life insurance sales have the 
characteristic of involving payments out 
of income over a period of years. Thus, 
the ability to pay new premiums de- 
pends, in part, on the extent of premiums 
on life insurance in force. Chart I shows 
that premium income reached a plateau 
from 1930 to 1940. It also shows, in the 
lower section, that as long as premiums 
remained in excess of about 5 per cent 
of the national income, new insurance 








jure 


eti- 
late 


een 
ries 
ets. 
t to 


crs. 
ely, 
in- 


igs. 
ary 
r to 
tly 
nal 
yer, 
; no 
iles 
iod 
in- 
| of 
low 
life 


to 


is a 
the 
on- 
ar- 
ons 


the 
out 
us, 
de- 
ims 
WS 
2au 


the 


ent 
nce 


THE JOURNAL OF MARKETING 


121 











sales declined. The conclusions would 
seem to be that by 1930 life insurance 
had been sold which required about an 
80 billion dollar income to support the 
premiums; and until national income 
again exceeded the 80 billion level, new 
life insurance sales languished. 

While this is an interesting explana- 
tion, the more pertinent question is: 
Why should life insurance sales ac- 
celerate with income in the 1909-1929 
period? There would appear to be two 
reasons for life insurance to increase at a 
more rapid rate than the increase of in- 
come. First, with increasing income, 
people have more confidence in their 
ability to meet the long term commit- 
ment of a life insurance purchase. 
Secondly, and by far the more impor- 
tant, an increase of income gives people 
more money beyond their subsistence 
needs, which can be used to buy life in- 
surance. 


Non-SuBSISTENCE SPENDING AND 
INSURANCE SALES 


This is an important factor; life in- 
surance is a non-subsistence item, in 
the sense that it is purchased only after 
a family’s subsistence requirements have 
been satisfied. The sale of life insurance is 
influenced by the buying power which 
families have left over and available for 
non-subsistence spending. Our problem, 
then, is to measure the residual family 
income available for non-subsistence 
spending. Since the actual volume of 
non-subsistence spending by families is 
not available in collected statistics, an 
attempt will be made to estimate non- 
subsistence spending from family budget 
and income data. 

As a starting point, the re-definition 
of Engel’s laws of consumption made by 
William H. Lough in his book, High Level 
Consumption, is useful. Lough made a 
study of family budgets in the United 


States and came to this conclusion: “‘As 
the average spending power of groups or 
families, living under conditions prevail- 
ing in the United States during the past 
30 odd years, increases from $650 to 
$3,000 (measured in dollars of 1913), the 
proportion allotted to miscellaneous 
spending rises slightly up to a spending 
power of $1,300 and with accelerating 
rapidity thereafter.” 

The family spending above the $1,300 
level, then, is what is of interest from the 


TasBce I.—AcceLeraTtion Point Divipino 
SUBSISTENCE AND Non-SuBSISTENCB 














SPENDING 
(1) (2) 

Year Cost of Living Adjusted Income 

Index (Acceleration Point) 
1913 70-7 $1,300 
1935-36 98.6 1,813 
1937 102.1 1,877 
1938 100.8 1,853 
1939 99-4 1,828 
1940 100.2 1,842 
1941 105.2 1,934 
1942 116.5 2,142 
1943 123.6 2,273 
1944 125.5 2,308 
1945 128.2 2,356 
1946 133.5" 2,455 
1947-1950] 136.0* 2,500 








* Estimated. 


point of view of life insurance sales. This 
$1,300 may be called, for convenience, 
the “acceleration point’; for it is the 
breaking point in income beyond which 
the spending for non-subsistence goods 
accelerates. Lough stated his $1,300 in 
terms of 1913 dollars. Since the accelera- 
tion point fluctuates with the change in 
the price level, Table I revalues the 
$1,300 by the Consumer’s Price Index to 
give the acceleration point in terms of 
real income. 

Next, we need to know how many 
families had an income under the ac- 
celeration point, and how many were 
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over it. This is difficult to ascertain be- 
cause data showing the distribution of 
income by families is so inadequate. 
Table II estimates family spending for 
subsistence goods. The figures for 1935- 
36, 1941, and 1942 are actual figures 
based upon family income distribution 


A directly proportional relationship is 
assumed, therefore, between national in- 
come and family income distribution. 
The known national income is then used 
to estimate the unknown family income 
distribution. This method of estimating, 
though it seems the most adequate one 


Taste II.—EstimatepD FAMILY SPENDING FOR SUBSISTENCE GoopDs 




















Familes Under Familes Over 
Acceleration Point Acceleration Point Total 
Accel- 7 Subsist- 
Year eration No. of Subsist- Subsist- ence 
Point Families Per N, Ao. ence Per N, ence Spending 
Cent ™ Income |\Spending\ Cent 9% | Spending| (Billions) 
(Billions) (Billions) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
1935-36} $1,813 29,400 | 73-3 | 21,552 | $ 914 | $19.7 26.7 7,848 | $14.2 #33-9 
1937 1,850 30,000 69.7 20,910 950 19.8 30.3 9,090 16.8 36.6 
1938 1,850 30,000 73.3 {| 21,990 950 | 20.9 26.7 8,010 14.8 22.9 
1939 1,850 31,000 71.3 | 22,103 950] 21.0 29.7 8 ,897 16.5 27,6 
1940 1,850 32,000 66.7 21,344 950 20.3 33.3 10,656 19.7 40.0 
1941 1,934 34,003 7.8 19,641 1,008 19.8 42.2 14,362 27.8 47-6 
1942 2,142 33,360 53-4 | 17,802] 1,174] 20.9 46-6 | 15,558 | 33-3 54-2 
1943 2,300 34,000 45-3 | 15,402 | 1,265] 19.4 54-7 | 18,598 | 42.8 62.2 
1944 2,300 | 34,000 | 40.3 | 13,702 | 1,265 | 17.3 59-7 | 20,298 | 46.7 64.0 
1945 2,300 35,000 37-8 13,230 | 1,265 16.7 63.2 | 33,7701 90.5 66.8 
1946 2,455 36,000 44.8 16,128 1,375 | 22.0 $5.2 19,872 | 49.0 71.0 
1947 2,500 37,000 44-0 16,280 1,400 | 23.0 56.0 20,720 51.0 74.0 
1948 2,500 37,000 41.9 | 15,503 | 1,400] 22.0 58.1 | 21,497 | 53-0 75-0 
1949 2,500 38,000 39-8 15,124 1,400 21.0 60.2 22,876 $7.0 78.0 
1950 2,500 38,000 7.9 14, 326 1,400 | 20.0 62.3 23,674 $9.0 79.0 






































Note: Column 11=7+ 10. 
Column 10=9X2. 
Column 7=5X6. 


statistics for those years. Figures for the 
rest of the years are derived from the 
1935-36 and 1942 figures on the as- 
sumption that the number of families 
over or under the acceleration point will 
bear the same relation to national in- 
come, in any year, as the income dis- 
tribution of families bore to the national 
income in 1935-36 and 1942.! 

1 Studies indicate that the distribution of income 
changed substantially during the war, which somewhat 
impairs the validity of this assumption. Since there is no 
assurance that the wartime distribution will persist, 


however, this method—reflecting more of a peacetime 
situation—is used. 


that can be devised on the basis of scanty 
data, gives results which may not be 
entirely precise; but the degree of error 
seems to be sufficiently small to warrant 
its use. Upon checking the results of the 
estimates against the 1941 data, it is 
found that the estimates would over- 
state the families above the acceleration 
point by 2.3 per cent which would in turn 
result in a 1.5 per cent (or $0.7 billion) 
over-statement of subsistence spending. 
(Note: 1941 income data are from a 
sample of only 3,000 consumer units.) 

The further calculations in Table IJ 
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are to obtain the total subsistence spend- 
ing of all families. Families with incomes 
under the acceleration point are assumed 
to spend substantially their total income 
for subsistence requirements. Families 
with incomes over the acceleration point 
are assumed to spend an amount equal 
to the dividing level for subsistence. 
Total subsistence spending as shown in 
the last column increases continuously, 
and will always increase with higher in- 


Tue Limits OF THE LIFE 
INSURANCE MARKET 


Having completed estimates of non- 
subsistence spending, we can proceed to 
define the limits of the life insurance 
market. Chart I revealed the clue that 
life insurance sales varied with some 
component of income. The question is: 
Does the income available for non- 
subsistence spending account, wholly or 
partially, for life insurance sales? Table 


Taste II].—Duistrisution oF NATIONAL INCOME AND EstTIMATED Non-SuBSISTENCE SPENDING* 
(In Billions of Dollars) 

















—_ National Disposable Net Consumer Subsistence |Non-Subsistence 
Income Income Savings Expenditures Spending Spending 
1936 $ 61.3 # 59.0 $ 4.0 # 55.0 #33-9 $21.1 
1937 71.5 69.2 6.7 62.5 36.6 25.9 
1938 64.2 62.9 4-4 58.5 28.9 22.8 
1939 70.2 67.7 6.0 61.7 37.5 24.2 
1940 77-6 72.9 7-3 65.7 40.0 25.7 
1941 96.9 88.7 Pe 74.6 47.6 27.0 
1942 122.2 110.6 28.8 81.9 $4.2 27.7 
1943 149.4 124.6 2.9 90.9 62.2 28.7 
1944 160.7 137-5 39-9 97-6 64.0 33-6 
1945 166.5 139-9 39.2 100.7 66.8 33-9 
1946 160.0 141.0 19.0 122.0 71.0 51.0 
1947 165.0 144.0 20.0 124.0 74.0 50.0 
1948 170.0 147.0 20.0 127.0 75.0 §2.0 
1949 175.0 150.0 20.0 130.0 78.0 $2.0 
1950 180.0 153.0 20.0 133-0 79.0 54.0 

















* Note: 1936-45 actual; 1946-50 estimated. 


comes, until all families are over the 
acceleration point. 

The next step is to use the estimate of 
total subsistence spending from the last 
column of Table II to derive the total 
non-subsistence spending, which is to be 
used to measure the market for life in- 
surance. Table III obtains the non- 
subsistence spending by subtracting the 
subsistence spending from total con- 
sumer expenditures. All figures in this 
table, except the estimates in the last two 
columns, are data from Department of 
Commerce sources. 


IV and Chart II provide the answer to 
this query. 

Chart II shows, visually, that there is 
a fairly good correlation between the 
sales of ordinary life insurance and non- 
subsistence buying power. The only 
marked discrepancy is in 1941 and 1942. 
In 1941, there was an abnormal volume 
of life insurance sales due to the immi- 
nent inclusion of war clauses in life in- 
surance contracts. In 1942, the relapse 
from high purchases of 1941, plus a great 
uncertainty as to future income due to 
mobilization and war jobs, caused life 
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insurance sales to drop. Despite these 
discrepancies the correlation of income 
available for non-subsistence spending 
varies closely with life insurance sales 
during a period where total income often 
varied inversely with life insurance sales. 

The mathematical correlation of life 
insurance sales with non-subsistence 


Taste IV.—Comparison oF Non-SuBSISTENCE 
SPENDING AND Lire INSURANCE SALES 


(In Millions of Dollars) 














Non- New Sales of Ordinary 

_— Subsistence Life Insurance—All 
Spending Companies 
(Millions) (Millions) 
1936 $21,100 $7,570 
1937 25,900 7750 
1938 22,800 7,040 
1939 24,200 6,960 
1940 25,700 75250 
1941 27,000 8,120 
1942 27,700 7,140 
1943 28,700 8,100 
1944 33,600 9,260 
1945 33,900 10,400 
Linear Accelerated 
Sales Sales 
Projection Projection 

1946 $51,000 $13,200 $15,100 
1947 50,000 13,000 14,800 
1948 §2,000 13,400 15,400 
1949 52,000 13,400 15,400 
1950 54,000 13,900 15,900 





spending in Table IV also gives good 
results. The coefficient of correlation is 
+.86. 

Non-subsistence spending power, then, 
proves to be a good measure of the 
volume of life insurance sales. Where life 
insurance sales vary or depart from non- 
subsistence spending, as in the decelera- 
tion of 1939 and 1942 and perhaps in the 
great acceleration of 1924-1929, the 
cause seems to lie in the uncertainty 
of future income available for non- 
subsistence spending. The conclusion 
seems warranted, therefore, that the 


market for sales of life insurance is de- 
fined and limited by the volume of 
present and anticipated income which is 
available for non-subsistence spending. 


RESPONSIBILITY OF COMPANIES FOR 
THE CONDITION OF AGENTS 


This definition of the life insurance 
market has great significance for the 
agent. While it is true that the agent can- 
not make a sale simply by looking for 
people with non-subsistence spending 
power, it is also true that he cannot 
make a sale, even if he locates a thrifty 
and foresighted group of people who 
would be willing to buy, unless those 
willing people have available the non- 
subsistence spending power to make 
the purchase. In other words, non- 
subsistence spending power conditions 
the sale, but it does not determine the 
sale. 

Since non-subsistence spending power 
conditions the sale of life insurance, it 
also establishes the condition of the 
agent’s risk and livelihood. A life in- 
surance agent, as an independent con- 
tractor, is a risk-taker who risks his time 
and money to promote the sales of some 
life insurance company. Yet the agent 
cannot control his risk because he does 
not establish the number and kind of 
agents in the market competing for the 
non-subsistence spending power. The 
life insurance companies do that. Here 
is a situation where the agent is the risk 
taker but the life insurance management 
sets the conditions of the risk. Obviously, 
this relationship imposes the utmost 
responsibility upon life insurance man- 
agement for the condition of the agent. 

Table V indicates clearly the direction 
which agency management’s responsi- 
bility must take. These figures show the 
new sales of ordinary business and the 
number of full-time agents for 35 com- 
panies who do somewhat more than one- 








THE FOURNAL OF MARKETING 


125 





fourth of the business. It is regrettable, 
again, that more complete data are not 
available; but there are no figures show- 
ing the number of full-time agents for all 
companies. 

This table shows the heartening fact 
that the volume of insurance sold per 


Billions of 
Dollars 


56 





52 
48h 
44 
40 
36 Non-subsistence 
Spending 
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Cuart II. Non-Subsistence Spending and Sales of 
Ordinary Life Insurance. (1936 to 1945, projected 
through 1950.) 


agent increased more than 150 per cent 
between 1934 and 1945. The livelihood 
derived from new sales for the average 
agent was 23 times better in 1945 than it 
had been in 1934. It is significant to note, 
however, that a lesser number of agents 
is the primary factor accounting for this 
improvement. The reduction of agents 
has added about 100 per cent to the 
volume of business per agent while the 


general improvement of selling condi- 
tions has added only 50 per cent. The 
result of this reduction was, in large 
measure, to eliminate the marginal or 
low-producing agents from the selling 
organization. 

The facts in Table V indicate that the 
number of agents can influence the sales 
of life insurance only as long as non- 
subsistence spending power is rising. 
Put in other terms, the agency force can 
only produce sales within the limits of 


Tasie V.—Vo.tume or New Orpinary INSURANCE 
SALES PER AGENT FOR 35 COMPANIES 








Volume 
Per Agent 
(Rounded) 


Full-Time 
Agents 


New Ordinary 
Business* 


Year 





1934 
1935 
1936 
1937 
1938 
1939 
1949 
194I 
1942 
1943 
1944 
1945 


$ 54,000 
59,000 
64,000 
71,000 
65,000 
65,000 
66,000 
80,000 
82,000 
110,000 
132,000 
142,000 


$1,805,975, 100 
1,866, 509, 100 
1,855,871,100 
1,959,530,400 
1, 780,837,200 
1,683,656, 100 
1 ,668 ,o13, 200 
1,836, 243,900 
1 665,050,400 
1,846,251,100 
2,189,006, 100 
2 430,000,000 


33,362 
31,374 
28,859 
27,524 
27,439 
26,072 
25,149 
22,991 
20,188 
16,763 
16,571 
17,084 














* Full-time agents are assumed to sell go per cent of 
new business. This column is less 10 per cent from total 
sales. 


the market. To the extent that the 
agency force is increased beyond the 
limits of the market, there is a tendency 
to deteriorate the status of the agents 
and to increase insurance lapses. The 
responsibility of life insurance manage- 
ment, therefore, is clearly to know the 
extent of the life insurance market and to 
expand the agency force only on the 
basis of market knowledge. 


Future Market PossIBILITIES 


Axioms derived from the past are not 
very useful unless they can be applied to 
the future. What are the market pos- 
sibilities of the future, and what do they 
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mean for the agency force? 

Predicting what will happen is, of 
course, an impossibility because of the 
innumerable and unforeseeable develop- 
ments. Yet, it is not really necessary to 
know what wi// happen. Sufficient basis 
for managerial judgment will be provided 
if it is possible to forecast the most 
favorable, likely selling situation which 
may happen. If the most favorable, 
likely market which may occur in the 
immediate future can be appraised, any 
lesser volume of business will adversely 
affect the agency force and will require 
fewer agents. All that we are trying to 
forecast, then, is the optimum market, 
which in turn will determine the maxi- 
mum number of life insurance agents. 

The most reasonable basis for a fore- 
cast is to project the relationship of non- 
subsistence spending to life insurance 
sales into the future. If non-subsistence 
spending can be forecast, then life in- 
surance sales can be estimated. Included 


in Tables I, II, III, and 1V are estimates 
for the next five years based upon the 
most favorable, likely conditions which 
are reasonably foreseeable at this time. 


The assumptions upon which these 
future estimates were made are: that 
the price level will rise 8 to 10 per cent 
this year and then stabilize; that a high 
and increasing level of production and 
income will continue through 1950; that 
taxes will be somewhat less than those 
now prevailing; that savings will be 
about II to 12 per cent of national in- 
come. - 

It will be noted that in Chart II and 
Table IV, after the derivation of non- 
subsistence spending has been made, 
there are two projections of the volume 
of life insurance sales. The linear projec- 
tion assumes that the same relation will 
exist between non-subsistence spending 
and life insurance sales in the future as 
existed in 1936-45 (that is, that the 


correlation of +.86 will persist). The ac- 
celerated projection assumes that the 
slight lag of insurance sales behind non- 
subsistence spending from 1936 to 1945 
was due to uncertainty of future income 
and is a measure of the amount of ac- 
celeration which will take place when 
certainty of future non-subsistence in- 
come returns.? The author’s opinion, 
judging from the observed acceleration 
and deceleration in the data presented, 
is that the accelerated projection of life 
insurance sales is the most favorable and 
likely forecast. 

The pattern of forecasted life in- 
surance sales as shown in Chart II in- 
dicates that sales will probably show a 
phenomenal increase in 1946 and will 
continue at a high and slightly rising 
level from 1947 to 1950. N.ost of this in- 
crease in life insurance sales would be 
due to a decline in the rate of savings, 
other than life insurance, which would 
increase the volume of non-subsistence 
buying power. 

Certain managerial decisions are im- 
plicit in this forecast of the maximum 
volume of life insurance sales; for these 
limits of the future market can be used 
to set the limits of the agency force. 
Table VI is an extension of Table V and 
shows the number of agents our pro- 
jected sales volume will support without 
lowering the present average earnings of 
agents. The sales of the 35 companies 


2 That is, the difference between unity and +.86 is 
taken as the measure of uncertainty which can be ap- 
plied to accelerate the projection in a period of cer- 
tainty. From a purely statistical point of view, it is 
admittedly presumptuous to determine a linear relation 
and then, upon discretion, change the slope of the line 
of regression upon projection. Ideally, the thing to do 
would be to extend the data over a sufficient period of 
years so that a curve could be fitted to measure the 
effect of both the certainty and the uncertainty factor 
as applied to future income. But the extension of the 
income data presented here into earlier years is not 
possible because there are no adequate statistics on the 
distribution of family income prior to the 1935-1936 
data. 
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are estimated upon the assumption that 
their sales will vary directly and pro- 
portionately with the total life insurance 
sales of all companies (by the accelerated 
projection). 

Taste VI.—Projecrep Lire Insurance SALES 


AND Maximum NuMBER OF AGENTS FOR 
35 CoMPANIES 




















Number of 
, ; Agents at Percentage 
oo Projected Life $142,000 Increase of 
Insurance Sales : Agents over 
Volume & 
per Agent 1944 
1946 |$3,530,000,000 24,800 49 
1947 | 3,460,000,000 24,300 46 
1948 3,600,000, 000 25,300 50 
1949 | 3,600,000,000 25,300 50 
1950 | 3,720,000,000 26, 100 55 





It would appear that with the most 
favorable foreseeable market, the num- 
ber of agents cannot well be increased 
beyond 50 per cent of the 1944 level with- 
out threatening to impair the present 
average earnings of agents. As a side- 
light, it may be interesting to note that, 
if the status of the average agent were to 
be pushed up to a more professional level 
by enabling him to earn the increased in- 
come commensurate with a $200,000 a 
year volume of business, the number of 
agents would be only about 8 per cent 
over 1944. In contrast to this situation, 
the actual increase in the number of 
agents during 1945 was 23 per cent; and 
the expansion seems to be going on at an 
even greater rate in 1946. The conclusion 
would seem obvious that any additions 
to the number of agents made in the 
latter part of 1946 should be made with 
great Care. 

This does not imply that a limitation 
on the number of agents is desirable but 
indicates, rather, the need to hire an 
agent with a market in view. The as- 
sertion made here is that expanding the 
agency force, as it is presently hired and 
disposed, beyond 50 per cent of the 1944 








level will be inviting low compensation 
to agents, high turnover, and policy 
lapses. If agents were hired only as they 
were needed and fitted for a particular 
market, the number of agents which the 
market would support is not known. Un- 
doubtedly there are uncovered and un- 
worked markets in which a greater pro- 
portion of non-subsistence spending 
power could be diverted to life insurance 
sales. This could mean more sales and 
the need for more agents. But it would 
appear, from this analysis, that the 
expansion in the number of agents is 
reaching dangerous proportions. 


CONCLUSION 


The life insurance business faces, this 
year, an almost unprecedented op- 
portunity to improve its marketing 
structure. By virtue of high consumer 
purchasing power and the manpower 
shortage during the war, which forced 
marginal agents out of the business, the 
agency system of selling life insurance is 
on a sounder basis than it has been for 
many years. Agents have been making 
adequate earnings; agent turn-over has 
been low; policy lapses are low; selling 
expenses have been lowered. Yet, all 
these gains could be thrown away by a 
few decisions which could cause an 
injudicious agency expansion without 
knowledge of the market. 

The market analysis presented here 
is, at best, no more than an indication of 
the general problem. Much more in- 
formation—both in detail and precise- 
ness—will be necessary if management 
is to fully discharge its responsibility to 
the agent and successfully lower selling 
costs. Yet, the discussion and data which 
have been presented do indicate the 
needs and direction of market research. 
Here are some of the basic statistics 
which are needed: 

1. A complete periodic census of the 
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total number of life insurance agents by 
geographic locations. 

2. Current sales information by metro- 
politan areas and counties. 

3. Consumer spending and budget 
studies by regions. 

4. Income distribution data by fami- 
lies, by regions, periodically. 

5. Current income payments to in- 
dividuals by geographic subdivision.® 

If the above information were avail- 
able, the possibilities of market research 
in the life insurance field could be greatly 
expanded by the following method of 
procedure: 

A. The first step would be to define 
the general limits of a local market by the 
measurement of non-subsistence spend- 
ing power, that is, proceding locally in 
much the same manner as this article has 
done on the national scale. 

B. Relating the size of the market to 
the total number of agents in it would 
give the degree of saturation in sales 
coverage. This should reveal significant 
information on which markets are being 
over-worked, and it should also uncover 
general markets being under-worked. 

C. Whether a market may be found 
to be over- or under-worked, the thing to 
do is not simply to contract or expand 
the number of agents. The real thing 
management wants to know is: What is 
the nature of the market that is being 


3 These last two requirements could only be under- 
taken in conjunction with the federal government. 


left untapped? A real market is cohesive 
by virtue of its needs or its social rela- 
tions. Social relationships and data must 
at this point be introduced in conjunc- 
tion with economic data. 

It may be necessary to appraise the 
character and thriftiness of the popula- 
tion to determine whether they are the 
kind of people who would buy life in- 
surance. Here social statistics on educa- 
tion, home-ownership, morbidity, and 
delinquency can be correlated with life 
insurance sales and non-subsistence buy- 
ing power. It will undoubtedly be neces- 
sary to learn how to approach the market 
through its social inter-connections. Here 
race, nationality, church affiliation, club 
membership, occupation, union affilia- 
tion, and kinship can be related to non- 
subsistence spending power. 

With this information on the character 
of the market, its non-subsistence spend- 
ing power, and its social structure, an 
agent can be selected to fit a fairly rigor- 
ously defined job. Both the agent’s 
success and increased sales to the life in- 
surance company will result. The policy- 
holder will benefit by better service and 
few lapses. 

The agency system of selling life in- 
surance, despite past shortcomings, is 
adaptable; it is essentially an effective 
and economical method of distribution. 
Improvement of the agency system, so 
that its social desirability and economic 
effectiveness will be assured, is possible 
by the application of market research. 





MOTION PICTURE RESEARCH: CONTENT 
AND AUDIENCE ANALYSIS 


MARJORIE FISKE ann LEO HANDEL* 


Epiror’s Note: This is the first of a series of articles to 
be presented by the authors on the general subject of 
motion picture research. It may be cited as publication 
number A 62 of the Bureau of Applied Social Research 
Columbia University. 


HE PAST ten years have witnessed 

great strides, both of a qualitative 
and quantitative nature, in many areas 
of communications research. New tech- 
niques for studying radio audiences have 
been developed; magazine and news- 
paper readers have been subjected to 
increasing scrutiny; and a vast body of 
data useful not only to social scientists in 
general but also to workers in these 
specific fields of communication is gradu- 
ally being accumulated.! 

Motion picture research has lagged 
considerably behind research in the other 
mass media. What little there is has been 
financed largely by educational or gov- 
ernmental funds and consequently has 
been concerned primarily with educa- 
tional and propaganda films. Only re- 
cently has the industry itself (stimulated 
to some extent by the activities of Leo 
Handel’s Motion Picture Research Bu- 
reau and George Gallup’s Audience 
Research, Inc.) begun to show any in- 
terest in audience research. 

The reason for the industry’s compara- 


* Miss Fiske is a member of the staff of the Bureau of 
Applied Social Research, of which Dr. Paul F. Lazars- 
feld is Director. Dr. Handel is head of the Motion 
Picture Research Bureau. 

1 This material is gradually being codified. As a first 
step in this direction, the Bureau of Applied Social 
Research has collected considerable radio and magazine 
research material. See the chapter on “The Office of 
Radio Research” in How to Conduct Consumer and Opin- 
ion Research: A Sampling Survey in Operation, edited 
by A. Blankenship and published by Harper & Bros., 
New York, 1946. The Bureau’s forthcoming volume on 
communications research will present this material more 
comprehensively. 


tive lack of interest seems to be that the 
leading firms, the only ones which could 
readily finance large scale research 
projects, had little motivation to do so 
because the market is sufficiently great 
to provide a highly satisfactory volume 
of business for all of them. Furthermore, 
most executives of the industry are con- 
tent to let their “product improvement” 
rest on intuitive insight into what the 
public wants (corroborated by box office 
returns, exhibitor opinions, and sneak 
previews) rather than on direct contact 
with the consumer. 

However, the slight but growing in- 
terest on the part of some companies, 
plus the availability of research funds 
from governmental and educational in- 
stitutions,? have made possible the de- 
velopment of some new techniques for 
motion picture research since those first 
utilized in the now classic Payne Fund 
studies. 

Motion picture research, as well as 
that of any other mass medium, can best 
be classified under the simple formula: 
“what is said, by whom, to whom, and 
with what effect.” Translating the for- 
mula into more formal terms, the field 
is thus divided into four areas of in- 
vestigation: content analysis, audience 
analysis, response analysis, and analysis 
of social control. These areas may be in- 
vestigated separately or, as is often the 
case, two or three of them may be 
covered by any one study. 

It is the purpose of the authors to 
review briefly the nature of the work 

2 Due, no doubt, to the great increase in the use of 
films for educational purposes—there are now 18,000 


projectors in operation in educational institutions 
alone. 
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done to date in these four fields, to dis- 
cuss a few of the more significant tech- 
niques developed for such investigations, 
and to point out the areas where further 
research would be most practical.’ 


ConTENT ANALYSIS OF 
Morton Pictrures 


Content analysis of any medium of 
communication serves two functions. It 
may constitute the basis for a sociologi- 
cal study to determine what cultural 
patterns and stereoty pes are reinforced 
in a given medium or in a given segment 
of a medium, or it may be used as the 
first step in an “effects” study. 

The first type of content analysis is a 
major research undertaking itself, and 
may comprise analyses of settings, plots, 
characters, symbols, or any other specific 
attribute of content. Thus, the motion 
picture producer or sociologist who 
wanted to know to what extent current 
films actually reflect current American 
life would subject a representative sam- 
ple of films to an elaborate quantitative 
analysis, counting and classifying plots, 
settings, characters, symbols, goals, 
methods, and so on. 

Systematic procedures for content 
analysis of the various media have been 
developed by Lasswell, Whipple, Dale 
and others, and many studies of this kind 
(of printed material especially) have 
been made. Magazine fiction, for ex- 
ample, has been analyzed in this way to 
determine the nature and extent of the 
portrayal of racial stereotypes.‘ 

The second function of content analy- 

* The present study originated in a speech by co- 
author Dr. Leo Handel on the activities of his Motion 
Picture Research Bureau, which works exclusively for 
MGM. The speech in its original form, as delivered at 
Columbia University in 1942, is available at the 
Motion Picture Research Bureau. It was subsequently 
expanded by co-author Marjorie Fiske to a review of 
motion picture research in general. 


| *Bureau of Applied Social Research study to be 
published in i946. 


sis is as a prerequisite to a study of the 
effects of any given piece of communica- 
tion. By such preliminary analysis the 
investigator accomplishes two objectives. 
He is able to distribute his questions 
about the various components of a com- 
munication with some regard to their 
frequency and importance. Moreover, a 
thorough-going content analysis permits 
certain inferences about what the audi- 
ence may get out of the content (or it 
will, at least, give the investigator some 
idea of what vot to look for). 

There have been very few content 
analyses of motion pictures from any of 
these standpoints, but there are three 
worthy of note here: the work of 
Dorothy Jones and the work of Dale’ and 
Peters in the Payne Fund Studies. 

Dale was concerned both with meth- 
odology and with securing a general 
classification of motion picture content. 
He conducted analyses of three different 
intensities. The first consisted of virtu- 
ally the entire product of feature films 
from the major producers for the years 
1920, 1925, and 1930. Five hundred 
pictures for each of these years were 
analyzed and classified according to the 
following major themes: 


Children 

History 
Exploration 
Comedy 

Social Propaganda 


Crime 
Sex 
Love 
Mystery 
War 


The classification was determined 
through the reading of reviews. 

The second level analysis covered 115 
pictures. These films were viewed at the 
theater by observers and reported by 
means of a special schedule. Each ob- 
server read a review before attending the 
theater. He recorded pertinent comments 
at the theater and wrote the complete 

5 Edgar Dale, The Content of Motion Pictures, Payne 


Fund Studies, Motion Pictures and Youth (New York: 
Macmillan, 1935). 
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report immediately after viewing the 
film. The major headings of the schedule 
sheets are as follows. 


SociAL VaLueEs or Morion Pictures 


Nature of American life and characters 

. Nature of foreign life and characters 

. Motivation of characters 

. Emotional appeals to the audiences and 
methods of making them 

Crime, delinquency and violence 

. Relations of sexes 

. Military situations 

. Depiction of underprivileged peoples 

. Deportment, language, manner of tone 

and voice, type of dialogue and songs 


&wWbn eH 


DO OL AH 


The third level analysis was based on 
40 of the 115 films used for the second 
level analysis. It was the most detailed 
analysis. A dialogue from each script was 
obtained from the producer. The ob- 
servers familiarized themselves with the 
scripts before attending the picture, took 
stenographic notes on points not covered 
by the script while viewing the film, and 
wrote up the report in form of a running 
narrative. 

Dale’s approach, however, was pri- 
marily moralistic, and his analysis sched- 
ule was based on “values” or “‘detri- 
ments” which were in turn based on 
favorable and unfavorable criticisms of 
motion pictures. 

The same approach also characterizes 
another Payne Fund Study which en- 
deavored to relate content to the mores, 
to see whether the movies reflect or 
distort the approved mode of conduct. 
It was, in other words, a comparative 
analysis involving some content analysis 
rather than a content analysis per se. 

This study was made by Peters,® who 
selected scenes from 242 pictures repre- 
senting varying degrees of ‘“‘badness” or 
conduct as rated by various groups of 


* Charles C. Peters, Motion Pictures and Standards of 
Morality, Payne Fund Studies (New York: Macmillan, 
1933). 


judges. The scenes selected related to 
treatment of children by parents, love- 
making, and democratic attitudes. They 
were then shown to selected groups (such 
as faculty, college students, business 
men, factory workers, and so on) who 
were asked to rate them according to 
“goodness” or “badness.” 

Peters used the following method. 
Each member of the sample received a 
package containing a number of con- 
cretely described bits of conduct which 
had to be classified as follows: 

Admire very much 

Approve 

Neutral (conduct taken as a matter of 

course, behavior okay) 

Disapprove 

Disapprove very much 


Peters concluded that some scenes are 
admired and others merit disapproval 
among all groups, but “in the matter of 
aggressive lovemaking by girls, the con- 
duct depicted in the movies is distinctly 
below the approved standards of every 
group studied.” 

Dorothy Jones, the one other person 
who has worked extensively in this field, 
differs from Dale in two respects. In the 
first place, she was not “‘concerned with 
devising methods for evaluating whether 
films are ‘good’ or ‘bad’ or for recom- 
mending what films should or should not 
contain. We have been interested solely 
in recording, summarizing, and analyzing 
what is presented on the screen.” The 
second difference between the Dale and 
the Jones studies is a methodological one 
pertaining to the use of scripts. Dale 
had the observers read the script before 
viewing the picture in order to acquire a 
frame of reference, whereas Mrs. Jones 
felt that a “fresh reaction to the screen 
presentation was essential to an accurate 
analysis of content.” Unfortunately, 
these methods have not been compared 
experimentally so at this writing it is not 
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possible to evaluate them. 

Neither study purports to be infallible 
from a scientific viewpoint. The pub- 
lished account of the Dale investigation 
does not include a detailed description 
of methodology, and it raises many 
questions as to procedure, terminology, 
and so on. The Jones study, according to 
Mrs. Jones herself, was weak from two 
standpoints. In the first place, the 
reliability of the schedules used have not 
been conclusively demonstrated, and 
secondly, no attempt was made to obtain 
a representative sampling of the product. 
Both studies reveal a certain lopsided- 
ness in the screen’s portrayals of life, but 
because of the inadequacy of the sam- 
pling in the one study and the unclarity 
of the methodology in the other, it is 
clear that the definitive descriptive work 
is yet to be done in this field. 

The second kind of content analysis, 
that which constitutes the first step in a 
study of the effects of particular motion 
pictures, has also been limited largely 
to small investigations made under gov- 
ernment or educational auspices. Ex- 
amples are those done by the Bureau of 
Applied Social Research on indoctrina- 
tion films for the War Department, and 
on a documentary war film for the 
British Ministry of Information. As a 
preliminary step in studying effects, 
these films were witnessed several times 
by trained observers to determine what 
factors might influence audience reac- 
tion, what natural sections the film falls 
into, what scenes have aspects which 
might “boomerang” and so on. 

Thus, the preliminary content analysis 
of a documentary film designed to show 
the complexity of the problems involved 
in the reconstruction of occupied ter- 
ritory revealed that there were several 
sequences which might theoretically 
produce reactions not at all connected 
with the main theme. For example, 


among many other shots showing the 
physical reconstruction of the city, there 
was a very brief one showing Negro 
engineers at work. This scene was not 
described as such in the script, and, 
without the prior analysis of the film, the 
investigators might well have overlooked 
a shot which proved to have a marked 
effect on particular segments of the 
population. 

Content analysis of motion pictures is 
in the pioneer stage, and there is still 
much challenging work to be done in the 
development of techniques. At the 
present time these analyses are very 
time-consuming because several trained 
observers must witness a film several 
times, recording their observations by 
hand during and/or after viewing the 
films and re-checking them. 

A few experiments checking results 
based on one viewing with those based on 
several viewings of the film, however, 
might well reveal that for some purposes 
one viewing by two observers would 
suffice. Similar tests with scripts and 
films might be made to determine 
whether certain items (simple counts of 
the sex or nationality distribution of 
major and minor characters, for ex- 
ample) could not be analyzed from the 
scripts alone. 

Content analyses done so far are con- 
cerned mainly with character or plot 
types. Further work in this field might 
well indicate. the practical value of 
analyzing settings, types, and duration 
of photographic shots, degrees of physi- 
cal and psychological realism, and so on. 

From the standpoint of the social 
scientist, no picture of contemporary 
culture will be complete until the content 
of this most popular of all mass media 
has been subjected to systematic and 
continuing scrutiny. From the stand- 
point of the producers, no criticism 
about the lack of representativeness of 
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the Hollywood product can be ade- 
quately met until they know to what ex- 
tent a sampling of their films actually 
does reflect or distort “‘real”’ life. 


STUDIES OF THE STRUCTURE OF THE 
Morion Picrure AUDIENCE 


The most primitive kind of com- 
munications research is that pertaining 
to the extent and nature of the audience. 
This is the kind that would answer such 
questions as: How many people go to the 
movies? How often do they go? What 
kind of people attend what kind of 
pictures? and Who are the people who do 
not attend motion pictures? 

One might reasonably suppose that 
such figures would be readily available. 
But to the writers’ knowledge there is no 
accurate check even on the volume of 
weekly movie attendance beyond such 
general figures as “‘ninety to ninety-five 
million,” which generally is interpreted 
to mean number of seats sold and not 
number of persons attending per week.’ 


Box Office Checks 


The industry itself keeps more or less 
careful check on the box office receipts 
for various types of pictures. Such evalu- 
ations are as close as most of the major 
companies come to “research.” The 
ticket returns obtained in test cities and 
during first runs give the sales depart- 
ment a good idea as to the volume of the 
potential sales during a nation-wide re- 
lease. If a picture is favorably received 
durings its first engagements, the sales 
and promotion departments double their 
efforts to get preferred playing dates for 
the picture concerned. 

Reliance on this method has one very 
serious drawback, however. A picture is 
™The latest Standard and Poor report places the 
average weekly attendance figure for 1945 at above the 
100 million mark. According to Film Daily Yearbook, 
1945, weekly attendance was 95 million in 1944. George 


Gallup in his public speeches states that the average 
weekly movie attendance amounts to about 66 million. 


seen only once, and if the advertising and 
promotion has been very clever, the rate 
of attendance in the test communities 
may be the direct result of the ad- 
vertising and not due to any intrinsic 
appeal of the picture. Hence, once the 
“word-of-mouth” news begins to spread 
and reviewers report unfavorably on the 
film, the attendance on a national scale 
does not in the least justify the optimistic 
forecasts based on returns from test 
cities. 

Records of box office receipts in test 
cities, misleading though they may some- 
times be, are probably far more accurate 
than box office receipts which are 
counted on a nation-wide scale. For 
reliable box office checks depend upon 
the cooperation of the distributor and 
operator, and it is not always to their 
interest (since they operate on a split- 
profit basis) to report attendance in their 
district or theatre accurately. 


Studies of Audience Composition 


But such checks, even if they were ac- 
curate, would reveal little of the struc- 
ture of the motion picture audience. To 
determine that would involve not only 
counting the number of people who at- 
tend but ascertaining their distribution 
according to age, sex, socio-economic 
status, and so on. 

Such a study would provide a clearer 
picture of motion picture preferences and 
attendance among the various elements 
of the population. This, in turn, would 
pave the way for a study of non-movie 
goers, equally important both from a 
business and from a sociological stand- 
point, for much can be learned about 
why some people dislike movies simply 
by determining why others like them. 

One such structure-of-the-audience 
study, made by Edgar Dale,* has been 

8 Edgar Dale, Children’s Attendance at Motion Pic- 


tures, Payne Fund Studies, Motion Pictures and Youth 
(New York: Macmillan, 1935). 
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done among a limited segment of the 
population. Dale sought to “discover 
the frequency of attendance of school 
children at commercial motion pictures 
in relation to age, sex, companions, time 
of day, day of attendance, and program 
offerings most frequently viewed.” 

The material was gathered in two 
ways: observers stationed near the 
ticket window (in 15 Columbus, Ohio, 
theatres), noted the age, sex, and other 
characteristics of persons entering the 
theatre, and 55,000 school children from 
so different communities in Ohio and one 
other state were interviewed in regard 
to their movie-going habits and prefer- 
ences. The resulting data enabled the 
investigator to determine movie at- 
tendance by age groups, most popular 
days and time of day for movie attend- 
ance, and program preferences among 
different age and sex groups. 

Another audience analysis was made 
by one of the authors® in 1941. It was 
found in this study, general opinion to 
the contrary, that there is little differ- 
ence between men and women in fre- 
quency of movie-attendance. The av- 
erage monthly visits for men were 3.70, 
while those of women were 3.75. (Sur- 
veys by Dr. George Gallup and the 
University of Wichita and other or- 
ganizations corroborate these findings.) 
Another significant outcome of the 
study, and one which should be verified 
on a more widespread scale, resulted 
from a comparison of radio listening with 
motion picture attendance. Here, it was 
found that those who listen to the radio 
the most are likely to be the most regular 
movie-goers. 

Another interesting problem related 
to audience structure involves the fluc- 
tuation in movie attendance from year 


* Leo Handel, “Studies of the Motion Picture Audi- 
ence,” on file, Motion Picture Research Bureau. 


to year and the causes thereof. Box office 
checks, like the program ratings for 
radio, provide a picture only of the net 
change with no indication of the ex- 
tent of compensating shifts from non- 
attendance to attendance and vice versa. 
Some preliminary work was done among 
movie-goers in the study just cited, and 
it was found that as of 1942 they could 
be divided into three groups: 


(a) Those who now attend more often 
than at the same time the year before 
(22 per cent). 

(b) Those who attend less often than last 
year (19 per cent). 

(c) Those who attend at approximately 
the same rate (59 per cent). 


The fluctuations are accounted for by 
social, physical, and psychological fac- 
tors. Children grow older and become 
movie-goers while older people are, 
through illness and death, lost as an 
audience. The young housewife with 
small children usually attends less fre- 
quently than she did before marriage, 
but as her children become older and her 
responsibilities fewer, she begins to at- 
tend more frequently again. The war, 
too, brought about a marked change in 
movie attendance. On the one hand, 
some people attended movies more often 
because they obtained better jobs and 
more money. Offsetting this increase in 
attendance, other people who worked 
longer hours and participated in volun- 
tary war activities attended less often 
because they had less free time than be- 
fore the war. 

Such findings, however, are merely 
suggestive, and serve only to point out 
the need for a more thoroughgoing and 
large scale study of audience structure 
and changes to determine to what extent 
the various factors contributing to in- 
creased or decreased attendance tend to 
offset each other. 
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TECHNIQUES AND PURPOSES OF PRICE 
DISCRIMINATION 


RALPH CASSADY, JR. 
University of California, Los Angeles 


Eprror’s Note: The author classifies and illustrates 
the many different methods of price discrimination and 
considers the various purposes of discriminatory pricing 
arrangements. 


N A PREVIOUS article,’ the nature of 

price discrimination was explained 
and the difficulties involved in its prac- 
tice were exposed. In addition, it w2s 
demonstrated that monopoly is not a 
requisite to the practice of price discrim- 
ination; at the same time, the require- 
ments upon which the practicability of 
the device rests were set down. This arti- 
cle is an attempt to classify price dis- 
crimination from the points of view of 
the various techniques employed in its 
practice and the several purposes under- 
lying its use. 


CLASSIFICATION OF Price Di1s- 
CRIMINATION TECHNIQUES 


Any presentation of examples of dis- 
criminatory situations is likely to be at 
once an overstatement and an under- 
statement of such cases. Some of the ap- 
parently discriminatory pricing arrange- 
ments to be given probably merely re- 
flect cost differences, but at the same 
time those cases in which prices are iden- 
tical for a non-homogeneous item are not 
at all adequately represented in such a 
listing. 

It should be noted also that any such 
exposition is likely to be largely in terms 
of discrimination on the part of sellers 


1 Ralph Cassady, Jr., “Some Economic Aspects of 
Price Discrimination under Non-perfect Market Condi- 
tions,” THE JOURNAL OF MARKETING, Vol. XI, No. 1, 
July, 1946, pp. 7-20. 








rather than buyers, because discrimina- 
tion by sellers is the more common phe- 
nomenon. Granting the limitations, the 
following classification (excluding ex- 
amples of mere favoritism) serves to il- 
lustrate at once the ubiquitous nature of 
price discrimination in modern business 
competition and the many bases upon 
which discriminatory pricing may be ef- 
fected. 

A. Direct Methods*—Relatively dif. 
ferent treatment is extended different in- 
dividuals (personal discrimination) based 
on the financial ability, intensity of 
desire, or competitive opportunities of 
each. Thus charges may be predicated 
upon: 

(1) The earnings of the individual 
served (as in the case of services per- 
formed by doctors and lawyers where 
persons with low incomes are often 
charged lower fees than people with high 
incomes). 


Personal discrimination may be practiced 
by medical doctors because (a) each patient 
is treated individually and hence each may 
be investigated as to economic status, (b) 
no posting of prices is necessary, each case 
being an individual transaction, and (c) the 
service extended is semi-unique, one doctor’s 


2 The terms “direct” and “indirect” as used in this 
connection should not be confused with the terms as 
used in the Robinson Patman Amendment to the Clay- 
ton Act. The latter, in making it unlawful “either 
directly or indirectly” to discriminate in price, refers 
both to situations where nominal prices actually differ 
for the same product service and to those instances 
where prices nominally are identical but in effect are 
different because of a privilege of monetary value ex- 
tended one buyer and not another (such as the return 


of unsalable goods). 
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services often being quite different from 
another’s in the eyes of the patient.? 

Lawyers’ fees for certain services often 
are based on the size of an estate. One Los 
Angeles bank offers an estate-settlement 
service, its fees varying from $70 in the case 
of $1,000 estates to $730 for those amount- 
ing to $20,000. 

One of the most interesting examples of 
discriminatory pricing based on ability to 
pay is found in the rental schedules of slum 
clearance dwellings in the Los Angeles area 
(typical of other similar operations, no 
doubt) where monthly shelter rent plus 
utilities ranges from $11.00 to $32.00 per 
month, based on individual incomes in rela- 
tion to the number of dependents in the 
family. Thus one family may be paying 
$11.00 for an apartment while another more 
able economically pays $32.00 for an identical 
one.‘ 

(2) The earning power of the item for 
the particular purchaser (typical of the 
motion picture field where a “‘one-price”’ 
system is practically unknown and films 
are “‘sold” to each exhibitor largely on 
the basis of the earnings or prospective 
earnings of the photoplay in his par- 
ticular theater). 


One of the best examples of this sort of 
differential pricing is found in the industrial 


%It probably is fortunate for poorer patients that 
medicos practice price discrimination in setting their 
fees since otherwise such patients often would not 
be able to command the services of outstanding spe- 
cialists who could easily devote their full time to those 
having high incomes. It is interesting to note that, tech- 
nically speaking, when one belongs to a medical clinic 
and pays a stated fee per year, discrimination still pre- 
vails but now is between those who keep well and those 
who become ill. 

‘Interesting, too (but more accurately classified as 
semi-direct because consumers are treated as groups 
rather than individually), was the experiment made in 
Boston a few years ago in selling milk at 5¢ per quart to 
those on direct relief and at 7¢ to those on W.P.A., 
with the result that consumption by people on relief 
is said to have increased 50 per cent. Another interesting 
case in this category, reported by a former student now 
in the Navy, was the variation in the price of haircuts 
at one naval station barber shop, depending on the 
rank of the patron, e.g., officers so¢, CPO’s 35¢, sailors 
25¢. 


machinery field where certain leasing schemes 
are in effect and prices paid are predicated 
on the extent to which the machine is used, 
e.g., so much for each unit of product proc- 
essed thereon. 

Similarly, syndicated columns and “‘comic”’ 
strips are sold roughly on a basis of the circu- 
lation of the purchasing newspaper with a 
minimum charge of $3 per week for those 
newspapers having a circulation of 20,000, 
say, up to a maximum of $75 a week or 
more for large metropolitan dailies, the seller 
ultimately taking what he can get in each 
case. Associated Press employs a pricing (or, 
more technically, an assessment) scheme 
based on circulation also, the theory presum- 
ably being that the larger newspapers can 
afford to pay more than the smaller. 


(3) The bargaining strength of indi- 
vidual customers (as in the sale of auto- 
mobiles where the net price to each 
customer varies with the bargaining 
power each possesses, discounts being 
made through adjustments in trade-in 
allowances). 


One service station owner in Westwood 
Village before the war had a regular schedule 
of prices for various services offered, but 
made it clear to certain of his customers that 
he would meet competitors’ lower prices 
(for a Simonizing job, for example) to retain 
the business of such customers. One young- 
ster in grade school, reportedly, recently 
managed to obtain a box of bubble gum and, 
due to its scarcity in relation to demand, was 
able to sell the 100 pieces, regularly priced at 
1¢ each, to schoolmates for from 5¢ to 73¢ 
apiece, depending presumably upon the rela- 
tive bargaining strength of the youthful 
traders. 

It is to be noted that under buyers’ market 
conditions discrimination frequently takes 
the form of concessions from an ostensibly 
fixed price, while under sellers’ market con- 
ditions any variations which exist often will 
be in the form of premiums over list. 

Discriminatory pricing in accordance with 
individual bargaining probably was more 
common in earlier years than it is now. Its 
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decline in the retail field has resulted largely 
from an increased tendency toward mass 
selling during recent years. Also, it has un- 
doubtedly become less common in manu- 
facturer and wholesaler selling activities 
lately as a result of the passage of the 
Robinson-Patman Act. This type of dis- 
criminatory pricing is far from extinct, how- 
ever; indeed, it will always be a factor as 
long as opportunities for individual bargain- 
ing are present in merchandising trans- 
actions. 


(4) Intensity of desire manifested by 
competitive bidding of, or special inter- 
est displayed by, individuals making up 
the market (as in the case of selling to 
highest bidders through auction meth- 
ods). 


One retail store in downtown Los Angeles 
(handling bankrupt stocks of new merchan- 
dise) conducts all of its selling activities by 
auction methods, with the result that selling 
prices vary considerably for the same item 
hour by hour and day by day, depending 
largely upon the intensity of desire of those 
making up the “audience.” In somewhat 
the same category perhaps is the “‘sales’’ of 
its service by a contracting firm by means of 
open bid competition, prices often varying 
considerably between jobs. 

A system somewhat the reverse of auc- 
tion selling is employed in the book trade 
where bibliophiles constantly are looking for 
titles which are out of print. One method of 
locating such books is to advertise in one of 
the journals circulating among secondhand 
book dealers. A dealer, upon seeing an ad- 
vertisement, will check his stock, replying 
by postcard with a quotation if he has the 
title. One dealer within this author’s experi- 
ence seems to have followed the policy of 
pricing his merchandise to those advertising 
substantially higher than to those casually 
dropping by, on the grounds, presumably, 
that only a person having an intensive de- 
sire for the book would advertise for it. 


B. Semi-Direct Methods—Relatively 


* See this author’s earlier article, op. cit., pp. 16-17 


different treatment is extended different 
classes of individuals which are supposed 
to differ as to income, intensity of desire, 
or alternative opportunities (semi-per- 
sonal discrimination). Differential treat- 
ment might be extended on a basis of: 

(1) The geographic location of those 
with whom one deals (giving concessions 
where necessary to retain or gain busi- 
ness while “holding the line” in other 
areas). 


This is the principle upon which interna- 
tional dumping is predicated, but it has 
other applications. The stores of a Florida 
chain food concern are placed in one of 
three categories by the management, de- 
pending upon prevailing demand conditions: 
(a) those in Zone 1 (closest to super markets), 
in which prices are lowest; (b) those in Zone 
2, located far enough from the aggressive 
competitors so that prices need not be as 
low; and (c) those in Zone 3 (located in resort 
neighborhoods), in which prices are highest. 

Similarly, one large cereal concern, re- 
portedly, rather than reduce prices directly 
in markets where private brand competition 
was gaining headway, inserted premiums 
in regular packages of its product offered in 
such markets. 

Spatial discrimination may also result 
from identical prices, as in a delivered or 
zone system of pricing, since by such pricing 
some buyers are charged more than others 
relative to the product-service rendered. 
Thus, the delivery system of a department 
store creates discriminatory situations be- 
tween (a) those obtaining and those not ob- 
taining the service, and (b) those living close 
and those located at a distance from the 
store. 

Any delivered price scheme, including the 
basing point type, is almost necessarily 
discriminatory. A special application of this 
type of discrimination is the absorption of 
trunk call charges developing out of tele- 
phone orders from respondents living in out- 
lying communities by department stores ad- 
vertising therein. 


(2) The age of the patron (as in half- 
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fares for children on buses, streetcars, 
and railroad trains). 


This type of discrimination is found also 
in the price schedules of theaters and other 
places of amusement and even of certain 
restaurants. Often this is due not so much 
to the prospective response of children to 
price concessions as to the effect that lower 
children’s prices are expected to have on the 
patrorage of adults. 

B ber shops often also charge lower prices 
to ) »ungsters than to adults. One shop in 
Chicago, while discriminating in favor of 
children, offers preferential prices only on 
days other than those preceding holidays 
and, in any case, before 5:00 P.M., presum- 
ably so that their higher priced trade can be 
cared for without difficulty. 

Reader’s Digest reportedly puts out a chil- 
dren’s edition (slightly expurgated, but in- 
cluding study forms) for 15¢ as against the 
regular 25¢ price. An interesting application 
of this same principle is the case of the Phil- 
harmonic Orchestra of Los Angeles which 
presents special “Symphonies for Youth” on 
Saturday mornings, 10:30 to 11:30 January 
through March, at 1o¢, 25¢, and 35¢, in- 
cluding tax. Price concessions for children 
may be much more important in some areas 
than others from the point of view of long 
term profitability. For example, in the pro- 
fessional baseball field, the admission of 
children at low prices is likely to have a very 
important bearing on the number of fans 
one can expect ten years hence. 

Age as a basis of discrimination is prac- 
ticed by the American Statistical Associa- 
tion, a special membership rate being offered 
to younger men (under 30). Similarly, the 
American Economic Association with regular 
dues of $5.00, offers a junior membership at 
$3.00 for graduate students, for a maximum 
of three years. 


(3) The sex of the purchaser (as in the 
case of free admission to baseball games 
on “‘ladies’ day”’). 

The idea of “‘ladies’ day”’ at the ball park 
very likely developed out of a discovery that 


the demand for baseball entertainment is 
made up, to some extent at least, of those 
who enjoy feminine companionship at ball 
games, and who therefore find it necessary 
to consider the price of two tickets rather 
than one when comparing the satisfaction 
against the cost. There is little question, con- 
sequently, that by admitting women free on 
certain days, total revenue might increase 
with practically no additional cost. This sort 
of thing may have possibilities in other 
branches of the entertainment field. 

Sometimes the discrimination is against, 
rather than in favor of, the “fair sex.’’ This 
is particularly true in the price paid for 
labor (wages). Interesting in this connection 
are the legislative enactments aimed at 
wage discrimination on a basis of sex. Cer- 
tain states now have in effect legislative 
measures prohibiting lower wage or salary 
rates for women than for men for work of a 
comparable character.® 


(4) The occupation of the buyer (as in 
the case of discounts accorded university 
professors by certain booksellers). 


Special prices often are offered certain 
groups by some periodicals. Fortune Maga- 
zine, whose regular subscription rate is $10, 
for example, is offered to members of the 
professoriat (usually impecunious) at $6. 
Life and Time have similar arrangements. 
Commercial travelers often are given special 
low rates by hotels in normal times. 

One large department store located near 
the theater district in New York City re- 
portedly sells merchandise to members of 
the theatrical profession at a discount of 10 
per cent. Special students rates for concerts 
and the opera fall into this category also. 
The Ronald Press sells its Accountants’ 
Handbook, regularly priced at $7.50, to stu- 
dents at $6.25. Still another example is 
found in the rate reductions given by rail- 
roads to members of the clergy. 

A corollary of differentiation on a basis of 


* Montana (enacted in 1919), Michigan (in 1931), 
Illinois (in 1943), Washington (in 1943), and New 
York (in 1944). 
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occupation is the case of newspapers charg- 
ing different rates for advertising space to 
certain types of advertisers than to others; 
thus, materially higher rates are paid by 
theaters than by churches.’ 


(5) The military or non-military sta- 
tus of the individual (as in the case of 
motion picture theaters charging sub- 
stantially lower prices to those wearing 
the uniforms of the armed forces). 


This form of discrimination is practiced 
also by hotels and other service enterprises. 
As far as the movies are concerned, this 
should not be dismissed as purely a mag- 
nanimous gesture on the part of the exhibi- 
tors. It should be recognized that the de- 
mand for movies by naval and military per- 
sonnel very likely is more elastic than is the 
demand of civilians, due to the relatively 
lower service incomes and the many alterna- 
tive means of entertainment available to the 
members of the armed forces (many of which 
are free of charge). If an attempt were made 
to charge those in uniform the high prices 
exacted from the civilians, many of the 
former simply would not patronize motion 
picture theaters. 

Reader’s Digest sold its magazine to mem- 
bers of the armed forces for half price; in 
fact ex-service people reportedly have been 
extended the same privilege for the next two 
years. A very interesting corollary of dis- 
criminating in favor of the armed forces per- 
sonnel is the case of a military school which 
recently advertised an offer of special tuition 
rates to all sons of combat troops; half rates 
to sons of fellow members of the particular 
military organization to which the school’s 
owner belongs. 


(6) The public nature of the agency 
acquiring the service (as in the case of 
the preferential land-grant rates charged 


7 Incidentally, advertising rates charged retailers 
(retail rates) are less than those charged manufacturers 
(national rates); manufacturers as a result often find it 
advantageous to arrange with retailers to advertise the 
manufacturers’ products in their columns. 


various governmental departments by 
the railroads). 


Free transportation of uniformed civil 
servants by streetcar lines falls into some- 
what the same category. Rates charged the 
government, by, land-grant; roads generally 
are $0 per cent of the regular charges. In 
1943 alone, one road (the Santa Fe) claims 
that it granted the government rate reduc- 
tions approximating $40,000,000. This was 
far from a typical year because of the tre- 
mendous number of troops and materiel car- 
ried; normally the benefits accorded to the 
government from all the roads are said to 
average $5,000,000 per year. The President 
recently signed into law legislation repealing 
the “land grant”’ rate advantage enjoyed by 
the government as of October 1, 1946. 


(7) Membership in certain organi- 
zations or segments of society (as in the 
case of specially priced tickets for ath- 
letic contests to university or scholastic 
student body card holders). 


In some universities, membership in the 
block letter society entitles individuals to 
free admission to all the university’s athletic 
contests. In this category likewise would fall 
the faculty discount extended by student 
stores to members of the university staff. 
Science News Letter, regularly priced at $5 
per year, is offered to members of the 
American Economic Association and other 
learned societies for $3.50. Somewhat the 
same things, but practiced for different 
reasons, perhaps, are the lower prices charged 
by consumer cooperative stores to members 
than to non-members, and in ordinary retail 
stores, to employees than to non-employees. 

A very interesting application of this prac- 
tice is the case of a Hollywood photographic 
gallery which used to offer a contract to 
those with children for periodic photographic 
service at a fraction of the price charged 
those who are not members of this group. 
This contract offer could be very selective; 
it could be made (by direct mail, say) to 
those in lower income districts or seg- 
ments of society (school or university teach- 
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ers, for example), thus tapping a market 
which otherwise might remain dormant. 


(8) The patronage status of the con- 
sumer at the moment (those that are not 
now patrons of the seller, say, being 
given price concessions to induce pa- 
tronage). 


A case is that of special introductory sub- 
scription rates offered by a magazine to new 
subscribers. ‘Special invitation rates” or 
“get acquainted offers’ are made by many 
well-known periodicals in normal times, such 
concessions being practicable because (a) 
the demand of those subscribing and those 
not subscribing undoubtedly differs ma- 
terially, and (b) the two groups are easily 
distinguished. Moreover, the added cost of 
turning out extra copies of a periodical is 
likely to be very little; hence, net revenue 
may be enhanced even when the rate to new 
subscribers is very low. 


(9) The use to which a product is put 
(as in the case of milk purchased at a 
lower price for industrial purposes than 
when purchased for consumption as 
whole milk under the “class-price plan’’). 


Some class-price plans include a separate 
category for milk to be sold to relief families. 
Use as a basis for differential pricing is more 
common in public service than in ordinary 
industries, perhaps, although there is some 
question as to the validity of use as a rate 
base. However, this basis seems to underlie 
the differentials found in rates for gas util- 
ized for heating and cooking, as well as for 
telephones utilized in homes and in business 
establishments. 

Use as a basis for discrimination is found 
in other industries also. It is reported that 
a particular manufacturer of plastics, selling 
one of its products (methyl methacrylate) 
at 85¢ a pound for industrial use and $45 a 
pound for dental use, found that some of the 
industrial product filtered into dental chan- 
nels. This manufacturer reportedly even in- 
vestigated the possibility of adding poison 
to the industrial product with a view to 
bringing it within the scope of the pure 


food and drug legislation and thus disquali- 
fying it for dental use. 


(10) Charging particular classes of 
shippers ‘“‘what the traffic will bear’’ (as 
in charging higher rates for hauling high 
value finished goods than for low value 
raw materials). 


Somewhat in the same category are the 
U.S. postal rates where greatly different 
charges are made for parcel post and first- 
class mail service. Preferential postal rates 
also prevail for certain specific items. For 
example, a special low rate applies on the 
shipment of books (designed presumably 
with the social view of aiding in the dis- 
semination of knowledge, but discriminatory, 
none-the-less). 

Incidentally, flat rates and zone rates used 
in the postal system are inherently dis- 
criminatory because of the fact that dif- 
ferent services are performed for the same 
price. Discrimination arising out of zone sys- 
tems is of two types: (a) that among patrons 
on the near, as against the far, borders of the 
zone, and (b) that among patrons close to- 
gether but separated by the zone border. 


C. Indirect Methods—The product is 
offered at different prices (the low and 
high-priced offerings ordinarily being 
available to all), but some sort of product 
or service differentiation is relied upon 
to segregate those willling and able from 
those unwilling or unable to buy the 
higher priced offerings (non-personal dis- 
crimination). Such differentiation might 
be in terms of: 

(1) The quantity of product taken by 
a purchaser (a lower price per unit of 
weight being charged for a larger than for 
a smaller amount). 


This is to be found in manufacturer-to- 
distributor sales, as well as in those from re- 
tailer to consumer. It is particularly common 
in grocery and drug retailing. This lower 
price per unit of weight for the product sold 
in larger size containers has both demand 
and cost aspects: (a) the vendor ordinarily 
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must make some price concessions in order 
to get a larger amount of his product into 
the buyers’ hands (with a resulting advan- 
tage to those with large families), and (b) 
the additional cost of packing and selling is 
little, if any, more for the larger than for 
the smaller package. In view of the latter 
point, quantity differentials are not neces- 
sarily technically discriminatory. 


(2) The size of the item purchased (a 
lower price being charged, for instance, 
for a children’s than for an adult’s, or 
even for a small child’s than for a larger 
child’s size). 


One such case is that of a very well-known 
toothbrush concern which prices a children’s 
size brush at 15¢ (for what is supposed to be 
25¢ quality) to “acquaint children” with its 
product. It should be noted, however, that 
product quality often differs between adults’ 
and children’s size merchandise items, and 
to the extent that this is reflected propor- 
tionately in costs, discrimination does not 
obtain. Nevertheless, it is very possible that 
many childless adults are unknowingly bear- 
ing a portion of the cost of merchandise items 
used by children of whom they have never 
even heard! 


(3) The design of a product (a lower 
price being charged for a “standard” 
than for a “deluxe’”’ model).® 


The underlying basis of this type of dis- 
crimination is the fact that some individuals 
desire the best regardless of price, and to 
that extent do not purchase “rationally.” A 
very interesting case is that of a leading 
razor concern which offers two different 
blades under its name, the “best”? at the 
rate of 5¢ each and the “second quality” 
(equally satisfactory, in this writer’s opin- 
ion) at 24¢. Until recently, when it elim- 


* It should be noted in this connection that a person 
might be a victim of discrimination in the technical 
sense and still be better off than one in whose favor the 
discrimination was practiced; that is, a deluxe model of 
an item of merchandise, priced at a figure which slightly 
exceeds the cost difference between it and the standard 
model, may conceivably give several times the service 
delivered by its cheaper counterpart. 


inated its lowest price line, it offered a third 
at 14¢. (Note the pattern!) 

Another example is that of a well-known 
concern which offers a solid gold fountain 
pen set for $125 which (except for the ma- 
terial utilized in its construction) probably 
is little more cos-ly to manufacture than its 
counterpart selling in the neighborhood of 
$10. Incidentally, the 35¢ flat charge for 
repairing any of this company’s guaranteed 
pens is discriminatory since the cost of the 
service rendered is bound to differ materially 
among customers. 

Closely allied to discrimination on a basis 
of design is discrimination on a basis of the 
form of a product. The Aluminum Com- 
pany reportedly at one time sold aluminum 
ingots at 23.0¢ per pound, but sold the 
product in cable form (despite a fabricating 
cost of 6.0¢) at 17.5¢, the price of the latter 
being limited by the price of copper cable. 


(4) The container or label utilized—a 
corollary of (3)—(thus, through sub-dif- 
ferentiation, enabling the charging of 
higher prices for one brand than for 
another). 


For example, a large West Coast drug 
chain regularly offers one private brand of 
aspirin for 29¢ a hundred and another 
(physically identical if not actually “out of 
the same hopper”) for 49¢; indeed, the lower 
priced brand occasionally is specially priced 
at 7¢ for promotional purposes (see discus- 
sion of temporal discrimination below). It is 
interesting to note in this connection that 
discrimination occurs at the retail level 
whenever a merchant pushes those brands on 
which he earns highest margins. 

It is said that the price differentials be- 
tween “premium” quality and “standard” 
quality beers and oleomargarines (to men- 
tion only two examples) materially exceed 
the cost differentials between the two quali- 
ties. As a matter of fact, one large concern 
puts out the same oleomargarine under two 
different brand names, one selling at 18¢ per 
pound, the other at 22¢. 

Similarly, a comparative test of Grade A 
with Grade B milk selling at 3¢ less showed 
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that the only essential difference was that 
the former had 0.15 per cent more butter fat, 
which in the form of butter would have cost 
the Grade A buyers $8 per pound. 

In the case of a brand of cigarettes priced 
over 30 per cent higher than the company’s 
own main brand, as well as competitive 
standard brands, the slogan is “the cigarette 
of distinction”? and the appeal is largely 
directed toward the presumably more well- 
to-do readers of the class magazines. 


(5) The format or binding utilized— 
another corollary—(as in the case of a 
paperbound book sold at a lower price 
than the same book bound in cloth). 


One World by Wendell Willkie was pub- 
lished in two editions simultaneously, $2 
cloth bound and $1 paper bound, although 
the latter was somewhat different typo- 
graphically. Target: Germany, precisely the 
same except for cover, was published at 
$2 cloth and $1 paper (all royalties going to 
the Army Air Force Aid Society). Other 
examples: Frank Kingdon’s That Man, 
“regular edition” $1, “deluxe” $2; and Bob 
Hope’s I Never Left Home, $1 paper, $2 cloth 
(all royalties going to National War Fund). 

One extremely interesting method of dif- 
ferentiation is that of putting out a special 
autographed edition, practicable particu- 
larly when the author enjoys some degree 
of fame. For example, a limited autographed 
edition of The Autobiography of Calvin 
Coolidge (the regular edition was priced at 


$3) was offered at $25 at the time of pub- 
lication in 1929. 


(6) The quality of the location of the 
accommodations acquired —still another 
corollary—(seats for shows, concerts, or 
athletic events being priced differently 
according to their location). 


Often those with most intense desires com- 
bined with the necessary inco 1e may be 
charged very high prices for the choice seats, 
relative to those unwilling or unable to pay 
for anything but the least advantageously 
located seats. An example of this is found in 


the case of those paying huge sums for the 
privilege of sitting “ringside” at champion- 
ship boxing matches, Typically, a legitimate 
theater “‘scales down”’ its prices from highest 
to lowest so that the choicest seats are be- 
tween three and four times the price of the 
poorest, i.e., from $4.40 for the first several 
rows in the orchestra to $1.20 for the last 
several seats in the balcony. 

One of the most interesting cases in this 
category was the scaling of the Shrine Audi- 
torium in Los Angeles for the Toscanini 
Pension Fund Benefit concert, held in April, 
1945, at from $3 to $25 ($3, $6, $8, $12, and 
$25). Incidentally, all of the seats except 
those priced at $25 were sold some weeks be- 
fore the concert was scheduled to be held; 
thus the alternatives to paying high prices, 
ordinarily assumed to prevail in indirect 
schemes, were definitely limited. 


(7) The time a product or service is 
acquired (as in the case of lower admis- 
sion prices for matinees than for evenings 
or for weekdays than for weekends). 


This type of discrimination, resting largely 
on the existence of different demand in- 
tensities at different times, is illustrated by 
the price differentials of resort hotel rooms in 
season and out. An O.P.A. investigation 
recently revealed the fact that many res- 
taurants in New Jersey resort cities increased 
their price over the July 4th holiday, thus 
discriminating against the free-spending 
holiday pleasure seekers. 

Another example of temporal discrimina- 
tion is to be found in periodic price conces- 
sions made from time to time by some con- 
cerns (e.g., Rexall’s One Cent Sales) with 
the two-fold purpose, presumably, of induc- 
ing patronage from non-customers and of 
intensifying patronage of regular customers. 

Similar basically is the sale of books in 
successively lower priced editions, viz, The 
Chinese Orange Mystery by Ellery Queen 
was first sold in book form at $2 a copy (with 
resulting sales of 15,000), later at 75¢ (with 
sales of 30,000), still later at 49¢ (selling 
75,000), then at 25¢ (with 500,000 sales), 
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and finally at 10¢ through vending machines 
(no sales figures available). But often in 
such cases different publishers are involved 
in selling the successively lower priced edi- 
tions, and hence the copyright owner must 
be viewed as the discriminator. 

As an example of selling at a higher price 
at a later time, the Macmillan Company 
recently published 4 History of American 
Life with a “pre-publication price” of $25— 
$5 less than the regular price of $30 after 
publication! 

An interesting application of temporal 
discrimination is found in the glucose field 
where customers are given five days in which 
to “book”’ orders and a period of 30 days to 
take delivery on such options at the time of 
an announcement of an advance in price, but 
where favored customers have been given 
options to purchase the product and to take 
delivery at the old price for longer periods 
than those announced. 


(8) The distribution channel through 
which the product passes (as in the case 


of young men’s suits sold in the boys’ 
shop of a large Los Angeles retail firm at 
a considerably lower price than the same 
item sold in the men’s clothing depart- 
ment). 


The example given is closely allied to 
classification on a basis of age, except that in 
this case those in certain age groups are not 
excluded from purchasing the lower priced 
item. The idea here, of course, is that mer- 
chandise sold to youths must be priced in 
accordance with the ability of that group to 
pay. 

Other examples: A large mail-order con- 
cern sells its merchandise through its catalog 
and its stores at materially different prices, 
as in the case of an identical set of dishes 
which is priced at over 20 per cent more in 
the store than through the catalog, the idea 
In part presumably being that mail-order 
customers have somewhat lower incomes on 
the whole. It is common for metropolitan 
hotels to price their meals differently de- 
pending on whether one patronizes the coffee 


shop or the more elaborate dining salon. 

Somewhat similar are the price differences 
between books sold through regular retail 
channels and those sold to book club mem- 
bers, although again the discriminator is the 
copyright owner, not the immediate vendor. 
The Robe, selling at $2.75 through book- 
sellers, is priced at $1.66 by one club. In 
somewhat the same category, perhaps, are 
the trade and the textbook editions of a 
given volume, the former often being priced 
considerably higher than the latter. Part of 
such differences undoubtedly is offset by cost 
differences resulting from different methods 
of distribution, and to the extent that price 
differences are merely a reflection of cost 
differences, of course, price discrimination 
does not exist. 


It can be seen from the foregoing clas- 
sification that price discrimination is in- 
deed ubiquitous. It is practiced by gov- 
ernments, public service companies, 
and private enterprises. It is found in 
the professions, in industry, and in trade. 
It is utilized in the sale of commodities 
(everything from books and magazines 
to industrial machinery) as well as serv- 
ices (from moving picture entertain- 
ment and symphony concerts to trans- 
portation). As for methods utilized in 
discriminatory pricing, those falling with- 
in the semi-direct and indirect categories 
appear to be more prevalent in most fields 
than those falling within the direct clas- 
sification.* Thus, price discrimination in 

* It is possible that the onerousness of the burden of 
discrimination may vary to some extent with the general 
method utilized. That is, if the indirect method is em- 
ployed, the impact of discriminatory pricing may be 
avoided in part by those upon whom the burden is in- 
tended to rest, since those individuals may choose or- 
dinarily between a higher priced and a lower priced 
offering. Such a choice, of course, is not possible when 
the direct or semi-direct schemes are utilized; in these, 
patrons belong to a particular category and ordinarily 
may not shift from one to another. Thus, the individual 
upon whom the impact falls has only the alternative of 
acquiring the item from a rival, perhaps, or of not ac- 


quiring the goodsor service at all. See Note 22, p. 148, 
infra. 
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practice would appear to be largely on a 
group rather than on a personal basis. 


Purposes or Price DIscrIMINATION 


Obviously, discriminatory pricing of- 
ten may be advantageously utilized by 
an individual firm to maximize profits 
under practical market conditions. This 
result may be brought about through the 
use of a pricing policy which is predicated 
on the simple expedient of holding prices 
constant in the segment of the market 
which would not respond to price reduc- 
tions, while making concessions in the 
segments in which response can be ex- 
pected. 

But it is important to understand at 
this point that the concept of maximiza- 
tion of net revenue (at least in its simple, 
short-run sense) as a purpose of dis- 
crimination often is greatly over-stressed 
by economists. It is ridiculous to assume 
that entrepreneurs will elect to take a 
course which will have short-run bene- 
fits but lead to disaster in the long run 
(a point which many economic theorists 
seem to ignore). On the contrary, the 
entrepreneur may take a course which 
will result in a lower net return at the 
moment but which in time (through the 
creation of good will, perhaps) will give 
him enhanced earnings. Moreover, while 
most discriminatory activities probably 
stem from an attempt on the part of the 
enterpriser to adhere to policies which he 
hopes will at least in time result in great- 
er net revenue, some are practiced with 
little, if any, regard for net revenue maxi- 
mization, as can be seen from the fol- 
lowing classification. 


A. Discriminatory Pricing for Profit 
Maximizing Purposes 


1. Price discrimination might be util- 
ized in an outright attempt to obtain the 
highest possible net profit on an opera- 


tion (as in the case of railroads charging 
high rates for traffic which will bear them 
and lower rates for traffic which would 
not move otherwise). 

2. It might be practiced for the pur- 
pose of meeting competition only (as in 
the case of the chain store company find- 
ing it necessary to lower its prices in cer- 
tain localities to meet those of the super- 
markets located therein). 

3. It might be just a sincere attempt 
to extend one’s competitive influence (as 
in the case of a leading Los Angeles 
book store, which advertises nationally 
that it will deliver books postpaid to any 
place in the United States). 

4. It might be practiced in an attempt 
to intensify plant utilization (as in the 
case of telephone companies offering 
their service at special low rates in the 
evening and on Sundays and holidays). 

5. It might be practiced for long-run 
sales promotional purposes (as in the case 
of large sporting goods firms giving base- 
balls to major leagues for the use of con- 
stituent teams in exchange for the priv- 
ilege of advertising that their make of 
ball is so used).?° 

6. It might be practiced in an attempt 
to throttle competition (as in the case of 
the old Standard Oil Company selling at 
ruinous prices in certain areas with the 
idea of putting competitors out of busi- 
ness). 

10 Discrimination for promotional purposes is quite 
common. One San Francisco hotel used to issue courtesy 
cards to prominent men in outlying communities which 
entitled the individual so favored to free hotel service 
when visiting the city. The practice of “papering a 
house” by impresarios—giving out free passes to a show 
which has not as yet caught on—is designed to promote 
future business. Promotional schemes may be used for 
obtaining immediate results also. One large paving con- 
cern used to enlist the active aid of influential citizens 
to help in signing up less “progressive” neighbors by 
substantially discounting the bill of those cooperating 
in this manner. 


1 A corollary of this might be the monopsonistic 
pressure of mammoth firms on sellers to force the grant- 
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B. Discriminatory Pricing for Non- 
profit Maximizing Purposes 


1. Price discrimination might be prac- 
ticed merely for convenience purposes 
(as in the case of a bus line setting rates 
on a basis of zones instead of on an im- 
possible-to-administer precise mileage 
scheme). 

2. It might be induced in large part by 
patriotism (as in the case of one Chicago 
hotel which claims that it granted 25 per 
cent discounts to 90,000 service men and 
women patrons in one war year). 

3. It might be practiced with a view 
to promoting public welfare (as in the 
case of charging low postal rates for han- 
dling educational matter or of providing 
free milk or even lunches to needy chil- 
dren through the school system). 

4. It might be utilized as part of a per- 
sonnel policy (as in the case of mercan- 
tile firms giving their employees special 
discounts on merchandise purchased 
from the firm). 

5. It might be practiced for charitable 
purposes (as in the case of the large out- 
door advertising company which fur- 
nishes its services to religious and elee- 
mosynary institutions free of charge). 

6. It might be practiced in an attempt 
to spread the cost of service in an equi- 
table manner (as in the case of the post 
office charging 22 cents for money orders 
with denominations of $80.01 to $100 as 
against 6 cents for those amounting to 
less than $2.50)." 





ing of exceptionally large discounts. In their purchase of 
transportation service, for example, the old Standard 
Oil Company was able because of its size, to induce 
railroads to grant especially large rebates from the 
regular rates. 

One little theatre group in the Westwood Hills 
district of Los Angeles, which charges go¢ for regular 
patrons and 65¢ for students, admits service people free 
of charge. 

8 Banks, on the other hand, charge 15¢ for money 
orders (whose denominations are $100 or less), regard- 
less of the denomination. 


C. Discriminatory Pricing for a Com- 
bination of Purposes 


1. Price discrimination might be prac- 
ticed largely in response to public de- 
mand, but with an eye to the effect on 
net revenue (as in the case of common 
carriers providing transportation to chil- 
dren under 12 for half the regular fare). 

2. It might be motivated by friend- 
ship of certain patrons“ combined with 
some regard for the economic status of 
the individual (as in the case of a retail 
drug store in a Northern California com- 
munity whose owner at times gives spe- 
cial prices to old and faithful customers 
whom he feels have special need of such 
discounts). 

3. It might be utilized in an attempt 
to fit one’s charges to the buyer’s ability 
to pay, with both social and profit maxi- 
mizing ends in mind (as in the case of 
medical doctors charging high prices to 
those having large incomes and discount- 
ing or even cancelling charges to the im- 
pecunious). 

As can be seen, many of the foregoing 
purposes have little to do with net reve- 
nue maximization. And in any case, most 
of the purposes mentioned appear to be 
non-malignant; some, indeed, appear to 
be based on pure benevolence. More spe- 
cifically, the practice of discrimination 
for convenience purposes, to meet com- 
petition, or to intensify utilization of 
plant, has few if any sinister implications 
while the practice of discrimination with 
philanthropic or patriotic intent may be 
purely beneficent in its effect. In short, 
price discrimination is by no means the 


“4 A very interesting example of this type of personal 
discrimination is exemplified by the activities of the co- 
owner of a Beverly Hills tailoring establishment who 
makes so many special deals with friends (partly for 
promotional purposes, no doubt) that his accountant 
reports extreme difficulty in keeping an accurate set of 


books. 
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malignant device it is supposed to be by 
some economists. 


Price DIscRIMINATION TO INCREASE 
UTILIZATION OF FACILITIES 


Of the several purposes of price dis- 
crimination mentioned above, one—in- 
tensive utilization of facilities—deserves 
special comment, because of both the in- 
dividual and social advantages which 
may result from its practice. These ad- 
vantages have been clearly recognized 
in certain fields of economic activity. In 
the case of public service companies, 
particularly, more complete utilization 
of a plant is a very important justifica- 
tion for extending preferential rates to 
certain groups of consumers. 

Overhead costs of public service com- 
panies, resulting from a heavy fixed 
investment, are high, and _ increased 
volume has the effect of reducing per 
unit costs. Added to this is the fact that 
the market for most public service com- 
panies is separable. Hence, those making 
up the market for public utility services 
may be classified and rates set for each 
group on a basis of the demand condi- 
tions prevailing in a particular market 
segment. 

The demand of industrial buyers of 
electricity differs materially from that of 
domestic users since the former have the 
alternative of utilizing other fuels or even 
of generating their own power, and hence 
such buyers must be given low rates 
if their business is to be had. Some- 
what the same situation prevails in the 
case of fuel gas where the demand for 
cooking and heating differs so materially 
that the setting of differential rates may 
be necessary if gas is to be utilized for 


6 The lower rate for industrial users may be approved 
by a commission on the grounds, among others, that 
the power is required in the daytime (off peak) and 
hence the service involves no additional investment. 


heating purposes at all. Similarly, long 
distance telephone rates are likely to be 
lower than local rates relative to costs 
since effective substitutes obtain for the 
former and not for the latter. Likewise, 
in the field of railroad transportation, a 
considerable coal traffic can be obtained 
only at low rates while a considerable 
traffic in dry-goods is obtainable even at 
high rates.* Hence, if the road is to ob- 
tain certain types of traffic, it must make 
rate concessions on such commodities. 

A situation similar to that just men- 
tioned is to be found in the passenger 
field where those who are most affluent 
can and will pay high rates (railway fare 
plus Pullman) for bedroom accommoda- 
tions, while others who are unable or un- 
willing to pay high charges may choose 
coach accommodations at a third of the 
cost. Inter-urban and urban passenger 
carriers have not adopted classifica- 
tion to any great extent, due in part 
at least to the impracticability of ad- 
ministering such a plan. However, dif- 
ferentials do obtain between those over 
and under 12 and between commuters 
and casual passengers. The latter case 
is interesting in view of the fact that 
the traffic of commuters creates a peak 
load which requires a greater capital 
investment; hence, the costs of carry- 
ing commuters might conceivably be 
higher than that incurred in transport- 
ing casual travelers (because of the in- 
complete utilization of peak facilities 
created thereby). 

Assuming direct costs are covered by 
a lower rate and assuming further that 
the business resulting therefrom could 
not have been had otherwise, preferen- 


1 An old principle. See F. W. Taussig, “Contribution 
to the Theory of Railway Rates,” Quarterly Journal of 
Economics, Vol. V, July, 1891, p. 454, who states: 
“Their cost is mainly joint, and [therefore] the services 
will be sold at rates determined by the demand.” 
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tial rates granted to one class of patrons 
relieve, rather than increase, the burden 
upon the other classes.!? Consequently, 
“commission approbation has usually 
been given sales of utility services which 
will make use of unutilized capacity ... 
provided the revenue obtained more 
than covers the variable expense.’”!* One 
is inclined to feel that this rule might 
have some applicability in non-public 
service enterprises also. 

Non-public service company and pub- 
lic service company price discrimination 
differ in at least two particulars. (1) The 
non-public service company ordinarily 
enjoys no monopoly and hence gains in 
volume may not be advantageous so- 
cially since they are made to some extent 
at the expense of competing sellers in the 
same field.’® (2) Rates are uncontrolled 
by administrative action so that unusual 
profits resulting from discriminatory 
pricing may be made. 

On the other hand, the non-public 
service enterprise involves the competi- 
tion of rival sellers (and, in wartime, at 
least, high income tax rates to ladle off 
excess profits). That is, competition 


17 The germ of this idea is manifest in the statement 
by Adam Smith (in his Wealth of Nations, London: 
T. Cadell, Jr. and W. Davies, the 1oth edition, 1802, 
Vol. II], p. 96) that “when the toll upon carriages of 
luxury, upon coaches, post chaises, etc., is made some- 
what higher in proportion to their weight, than upon 
carriages of necessary use, such as carts, wagons, etc., 
the indolence and vanity of the rich is made to con- 
tribute in a very easy manner to the relief of the poor, 
by rendering cheaper the transportation of heavy goods 
to all the different parts of the country.” 

18 C, Emery Troxel, “Class Prices for Gas and Elec- 
tricity,” The American Economic Review, Volume 28, 
No. 2, June, 1938, p. 280. 

19 Whereas in the monopolistic situations found in 
public service industries, the gain is net. In such cases, 
a measurement of the relative efficiency of the two in- 
dustries in supplying a product or service becomes 
necessary if one is to evaluate the results socially. That 
is, whether business taken away from one industry is 
socially advantageous depends on whether one group of 
producers can perform the service more efficiently than 
some other. 


provides alternative choices for con- 
sumers (not usually present in public 
service industries) so that those dis- 
satisfied with the offerings of a discrimi- 
nator may shift their custom to a rival 
vendor. Thus, profits are controlled to 
some extent at least by economic rather 
than legislative means. Consequently, 
the argument in favor of employing dis- 
criminatory pricing by private business 
concerns in attempting fuller utilization 
of production facilities is not without 
some weight. 

The refrigerator field offers an example 
of the possibilities of the use of price 
discrimination for achieving more in- 
tensive utilization of plant (although 
this example is not nearly as satisfactory 
as some others which will be employed 
later). In the refrigerator field as in 
others, substantial differences exist in the 
demand situations of the consumers 
composing the market. Consequently 
the amount of product taken can be 
materially affected by utilization of a 
differential pricing scheme. 

In practice, prices have varied mate- 
rially between the large “‘deluxe” and 
the smaller “‘stripped”’ models, the idea 
being, presumably, that while the more 
affluent individuals will take the best 
regardless of price, those in the low in- 
come group must have the item at a 
relatively low price or do without. 
The prewar cost spread between the 
simplest and smallest refrigerator selling 
at around $110 and the most magnificent 
and largest priced at something like $250 
probably amounted to not over $25.?° 
There is no doubt, therefore, that under 
such circumstances the well-to-do, will- 
ing and able to purchase the finest ma- 
chine, are discriminated against to the 
advantage of the less affluent customers. 


20 “The Nudes Have It,” Fortune, Vol. XXI, No. 5, 
May, 1949, Pp. 73. 
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The former carry a relatively greater 
proportion of the overhead burden than 
those purchasing the smaller, simpler 
units. 

Generally speaking, “The overhead 
costs must be levied on such parts of the 
business as will stand the burden, while 
other parts of the business, which cannot 
otherwise be had at all, are charged 
whatever they can pay... .’” If ad- 
ministered intelligently, this process 
results in a larger volume, which in turn 
makes possible more intensive utiliza- 
tion of plant. 

It should be noted, incidentally, that 
the more affluent purchasers (assuming 
it is they who buy the “deluxe” models) 
are not completely disadvantaged under 
the conditions described above, since the 
price of the merchandise item may have 
been even higher in the absence of mass 
volume made possible by the discrimina- 
tory pricing policy. For one thing, the 
increased volume not only provides a 
greater number of units over which to 
spread the overhead burden, but may 
succeed in so revolutionizing the produc- 
tion process as to have an additional 
depressant effect upon costs and conse- 
quently on prices. Moreover, those carry- 
ing the higher proportion of the overhead 
burden are free to purchase the smaller 
“stripped” models if they so desire.” 

21 Indeed, “if any business that would pay its own 
particular costs is refused because it will not pay its 
share of overhead, there is a loss.” J. M. Clark, Studies 
in the Economics of Overhead Cost (Chicago: University 
of Chicago Press, 1938), p. 23. 

22 Although the appliance salesman probably will do 
everything within his power to influence the buyer in 
favor of the more luxurious model. This leads to the 
question as to whether the presence of an alternative in 
the form of a lower priced item should be given any 
considerable weight in evaluating the onerousness of a 
discriminatory situation. One wonders, in other words, 
whether the mere fact of freedom of choice between a 
high priced and a low priced product-service is in itself 


of great significance in determining the impact of price 
discrimination. 


Much the same analysis is applicable 
to any field where discrimination is 
effected by means of product differentia- 
tion—books, fountain pens, razor blades, 
whatnot; in all such situations plant 
utilization may be intensified by a dis- 
criminatory pricing program. 

Another case, although somewhat 
different as to the specific technique em- 
ployed, is that of a woolen mill which 
found it practicable to pursue a policy 
of producing in the volume necessary to 
obtain economical operation while selling 
its product at a standard price through- 
out the regular season and then offering 
price concessions at the season’s end to 
get rid of whatever surplus remained. It 
is important to recognize, however, that 
under certain circumstances the most 
effective effort toward intensive plant 
utilization is likely to derive not from 
merely attaining higher volume in total, 
but from acquiring additional volume at 
non-peak times. 

Because of a combination of con- 
sumption habits and the impossibility, 
or at least the impracticability, of storing 
certain types of products and services 
(electricity and passenger transporta- 
tion, for example), peak capacity must 
be provided, often only for very short 
periods of time. This may create over- 
Capacity at certain times of the day, 
week, month, or season. Very often, 
special low rates are given to customers 
who can use the service at off-peak times 
(as in the case of bakers using fuel gas at 
night or in the early morning). The idea 





One thing is certain—the general applicability of this 
factor as a test of oppressiveness is limited because the 
knowledge and satisfactoriness of any alternative are 
largely individual matters. In other words, since buyers 
differ both as to the extent to which they are informed 
and as to the particular requirements which a product 
is supposed to satisfy, some may have effective alterna- 
tives while others have none. It should be noted that if 

n “alternative” is entirely unknown or is practicable 
to no one, no alternative exists. 
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of this is to increase the “load factor” 
(the ratio of average to maximum 
utilization) and thereby reduce the over- 
head burden in per unit terms. 

In commodity production, peak ca- 
pacity is not so much of a problem be- 
cause goods usually can be produced for 
stock. However, there is some advantage 
in flattening peaks even here, as in the 
case of the desirability of moving in the 
summer some of the coal which will be 
needed in the winter in order to save 
double handling and reduce the burden 
on transportation agencies in winter. 
Often price differentials may be effec- 
tively employed to induce “off-peak” 
purchasing. 

This use of temporal price discrimina- 
tion has many applications. In service 
industries and market distribution, con- 
sumer patronage habits create costly 
peaks which may be ironed out to some 
extent by the use of some type of dis- 
criminatory pricing arrangement based 
on time. For example, laundries have 
been burdened for many years by a first- 
of-the-week business peak, followed by a 
deep trough, toward the weekend. While 
higher prices often are charged for 
special (one day) service, it is possible 
that an intelligently conceived, well- 
publicized price schedule favoring off- 
peak patrons would bring in a response 
from those having economical tendencies 
to the advantage of all concerned. 

Much the same type of thing might 
be accomplished by department stores 
(whose patrons overtax their facilities 
between 10:30 A.M. and 3:00 P.M.) 
through the use of early morning, 
specially priced offerings. Due to the 
physical difficulty of pricing individual 
merchandise items handled by depart- 
ment stores, reductions could hardly be 
made on all lines; however, special prices 
carrying low margins could be set on a 


imited number of items selected for this 
purpose. Motion picture theaters have 
followed the principle of temporal dis- 
crimination in setting admission prices 
for many years. 

One very interesting example of the 
use of temporal discrimination in an at- 
tempt to level peaks was that of a New 
York restaurant which offered a 20 per 
cent reduction in its bill of fare prices 
between the hours of 5 and 6:30 with the 
idea of extending its dinner hour. Some- 
what the same purpose is accomplished 
in the student cafeteria of one university 
by setting a minimum charge of 20¢ for 
service between 11:00 A.M. and 1:15 P.M. 
thus in effect charging 20¢ to those 
purchasing only a cup of coffee late in 
the morning, and consequently en- 
couraging earlier patronage from this 
type of customer. 

The recent announcement by Western 
Union of a new schedule of overseas 
cable rates is interesting in this con- 
nection also; under this schedule the 
“full rate” is 24¢ per word while the 
“deferred rate” is only 13¢. The pricing 
arrangement of a Los Angeles tailor is 
similar: patrons are charged approxi- 
mately 20 per cent less for a suit of 
clothes when purchased on a “deferred” 
basis, the garment to be made at a time 
when facilities are not being fully 
utilized. 

Interesting also is the price schedule 
of one large food packing concern which 
provides material discounts (in the form 
of free merchandise) to those buyers who 
will take their whole season’s require- 
ments at the beginning of a season, thus 
reducing the company’s storage and 
interest, as well as certain other costs, in 
addition to stimulating the total sale of 
their product, perhaps. To the extent 


3 Kenneth Goode, Manual of Modern Advertising 
(New York: Greenberg, Publishers, Inc., 1932), p. 196. 
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that the difference in price and the cost 
savings are equalized by a plan such as 
that just mentioned, however, no dis- 
crimination exists. 

One wonders whether some applica- 
tion of temporal discrimination might 
not even be utilized to reduce traffic 
peaks in large metropolitan areas (charg- 
ing Jower rates to patrons utilizing 
facilities between 9:30 A.M. and 4:00 
P.M., say). This scheme has been prac- 
ticed in the operation of the Paris sub- 
way system. There are undoubtedly 
many applications of temporal price dis- 
crimination for the purpose of more 
intensive utilization of facilities which 
could be put into practice with individ- 
ual, and perhaps even social, profit. 


SUMMARY—CONCLUSIONS 


Discriminatory pricing schemes are 
universal phenomena and from an eco- 
nomic standpoint are not necessarily to 


be condemned. Discrimination does not 
depend upon the existence of monopoly 
control of a market; nor does the practice 
necessarily lead toward monopoly. Its 
practice may be completely free of any 
undesirable economic result. Indeed, dis- 
criminatory pricing may have certain 
advantageous aspects from the point of 
view of society. 

It should be both interesting and 
valuable in the light of the foregoing 
analysis, therefore, to examine the legal 
aspects of price discrimination in order 
to discover what our public attitude 
toward it has been in the past, what it is 
at the present time, and, by observing 
the trend, glean some notion of what it 
is likely to be in the future. Legal circum- 
scriptions will be the subject of the next 
article in this series, and the final one 
which will follow; these will appear in 
successive issues of this JOURNAL. 
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THE NATURE OF THE DISTRIBUTION 
COST PROBLEM*. 


Q. FORREST WALKER 
R. H. Macy & Co., Inc. 


ARKETING or distribution is the 
M. secondary stage in the life history 
of every commercial product. Raw, semi- 
finished, and finished products are pro- 
duced, marketed, and consumed. The 
ends of production are finally attained 
by finding satisfactory markets. It is 
somewhat unfortunate that the word 
“distribution” has acquired such wide 
acceptance as a term to describe the eco- 
nomic processes that occur between pro- 
duction and consumption. Such usage 
tends to focus popular attention upon 
the ultimate distributor and to obscure 
the importance of prior costs of a like 
economic character. Undoubtedly, “‘mar- 
keting” is a better term than “‘distribu- 
tion.”” The connotation is broader; and 
it stresses the functional character of 
these business operations. 


THE SCOPE OF THE PROBLEM 


Distribution, or marketing, costs are 
those costs that are incurred directly and 
indirectly in performing marketing func- 
tions. They embrace the wide variety of 
costs that arise in the creation of time, 
place, and possession utilities. They be- 
gin when raw materials are stored prior 
to movement, and they end when the 
final product is ultimately sold, deliv- 
ered, and perhaps serviced. They occur 
all through the economic system wher- 
ever goods of any kind are sold. They 
are costs of producers, wholesalers, re- 
tailers, and all others who may assist in 
the process of getting goods from the 
producer to the consumer. These costs 


* Based on an address before the American Manage- 
ment Association. 


are assessed and collected as constituent 
parts of the prices of commercial goods, 
and to some extent as specific charges. 
The reduction of these costs is one of the 
major questions with which students of 
marketing are concerned. 


Tue NEED For BETTER CostTING 


“Distribution cost accounting has been 
defined to include the costs of “sales 
promotion (including advertising), direct 
selling, storage, handling, and delivery 
of the products being distributed, credit 
and collection activities, and all other 
office supervising and administrative ac- 
tivities necessary to a proper functioning 
of the distribution process.’ 

Progress in the reduction of these costs 
depends in no small measure upon the 
development and use of better costing 
techniques. We know a good deal about 
the natural divisions of marketing ex- 
pense, but we know too little about 
functional costs, and we have made only 
scant beginnings in the determination 
of unit marketing costs. We have barely 
started to tackle these costs with the skill 
and ingenuity so widely in evidence in 
dealing with factory costs. As recently as 
1941, the Federal Trade Commission 
commented: 

“Distribution cost accounting is still in 
the experimental stage. Until very recently 
there was little urge to ascertain, analyze, 
and control costs of distribution. Even to- 
day, relatively few business concerns, either 
large or small, find by routine procedure such 
costs by customer groups, or commodities, 

4 Federal Trade Commission, Case Studies in Distri- 


bution Cost Accounting for Manufacturing and Wholesal- 
ing (77th Cong. 1st Sess. H. Doc. No, 287, 1941), p. 1. 
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or other like cost classifications, where costs 
are incurred jointly in respect to such classi- 
fications; and not many ascertain such costs, 
even on periodic occasions after making spe- 
cial studies. The Commission’s field survey 

. showed that out of 137 concerns of many 
types and sizes, selected because of a proba- 
bility that they had developed a procedure 
of distribution cost accounting, only 34 had 
made any start in this direction and a much 
smaller number had made any substantial 
progress. A considerable number of these 
companies which have done little in this di- 
rection are large and nationally important 
firms.’” 


Much credit is due the United States 
Department of Commerce for its pi- 
oneering work in this branch of account- 
ing, especially for wholesaling.? The 
Federal Trade Commission has also long 
been interested in the subject; and since 
the enactment of the Robinson-Patman 
amendment, it has had special reasons 
for promoting improvement of market- 
ing costing. Among trade associations 
of manufacturers and wholesalers, a few 
have made notable strides. For the re- 
tail trades, several associations and 
educational institutions have made sig- 
nificant approaches to the problem. 
Outstanding examples are the Harvard 
Bureau of Business Research studies of 
department and specialty stores ex- 
penses, sponsored by the National Retail 
Dry Goods Association. Perhaps specific 
mention should be made of the Harvard 
compendium of distribution costs in this 
country and abroad.’ While there are 
several reasons for the tardy develop- 


2 Ibid., pp. 21-22. 

®U. S. Dept. of Commerce, Bureau of Foreign and 
Domestic Commerce, Distribution Cost Accounting for 
Wholesaling (1939). See bibliography, pp. 80-83. Also, 
Effective Grocery Wholesaling (Economic Series, No. 14, 
1941). 

‘Federal Trade Commission, op. cit., pp. 14-15, 
17-18. 

* Malcolm P. McNair et a/.: Distribution Costs, An 
International Digest (Cambridge: Graduate School of 
Business Administration, Harvard University, 1941). 


ment of interest in this kind of costing, 
there can be no doubt about its growing 
importance. 

Marketing costing presents many 
more practical difficulties than factory or 
production costing; but solutions must be 
found if we are to achieve intelligent cost 
reduction and to defend many of these 
costs. The textbooks and official studies 
stress the need for a variety of classifi- 
cations and commonly mention classifi- 
cation by commodity, channel of dis- 
tribution, territory, quantity, 
delivery or sale, method of sale and 
method of delivery. Naturally the fine- 
ness of the classification depends on the 
nature of the problem. 

The most difficult task is sound allo- 
cation of joint costs. In manufacturing 
and wholesaling, this involves apportion- 
ment to functions and often to commodi- 
ties of such expenses as sales supervision, 
sales offices, compensation of salesmen, 
advertising, warehousing, transporta- 
tion, delivery, credit service and collec- 
tions, and general and administrative 
expenses. The justification of the costing 
expense must, of course, be appraised in 
relation to potential savings. Since many 
arbitrary decisions must be made in de- 
ciding the proper bases for expense allo- 
cations, some allowance or judgment 
must always be made for probable error. 
Cost accounting like other business de- 
vices is a guide and not necessarily a sub- 
stitute for business judgment. 

It may frequently happen that the 
cost analysis will indicate that an item 
is being sold, or a service performed, at a 
considerable loss, but the item or service 
may nevertheless be necessary for com- 
petitive or other reasons. However, even 
in such cases, the analysis may be help- 
ful in bringing these costs under better 
control. Similarly, the sale of items in 
small quantities to large numbers of 
small dealers may not always be justifi- 
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able on a cost basis, but there may be 
other sound reasons for continuing the 
practice. 

The retail trades have made consider- 
able progress in classifying operating ex- 
penses by natural divisions, due perhaps 
in part to the pressure of determining 
net income for tax purposes. Among the 
larger and better managed concerns, 
functional expense analysis has been 
well developed. But not very much has 
yet been done in commodity costing. A 
pioneer preliminary study was made sev- 
eral years ago by the Department of 
Commerce for retail grocery and drug 
trades.® 

Commodity cost analysis in the retail 
trades is complicated by several factors. 
The wide variety and number of items, 
and the relatively small quantities of in- 
dividual items sold, may make extensive 
item costing in many concerns financially 
impractical. Obviously, there is a large 
sector of the retail trades that will never 
be able to undertake such costing. De- 
partment stores have done much work 
in departmental costing; but allocation 
of indirect expense upon the basis of 
sales, space occupied, and other factors 
often affords an inadequate measure of 
true costs. There is need for experimental 
study of commodity costing. If practical 
ways of determining true selling costs for 
individual items could be developed, 
there would be much opportunity for 
more efficient merchandising. Where re- 
tail prices are fixed under fair trade 
laws, there is no possibility of passing on 
to the consumer any economies that 
more scientific costing might permit. As 
in manufacturing and wholesaling, tradi- 
tion and the necessity of meeting ig- 
norant and blind competition will fre- 


*U. S. Dept. of Commerce, Bureau of Foreign and 
Domestic Commerce: Louisville Grocery Survey (1930). 
a Costs, Sales, and Profits in the Retail Drug Store 
1934). 


quently prevent full use of the results of 
better costing. 

Those comments indicate some of the 
difficulties that must be faced in securing 
better accounting of marketing costs. 
Yet no other single effort offers greater 
promise for intelligent cost reduction. 
Under the pressure of state and federal 
laws, manufacturers and wholesalers 


must give these costing problems closer 
attention. Perhaps it is not too much to 
expect that these pressures and the need 
for reducing marketing wastes may cause 
trade associations and progressive com- 
panies to furnish vigorous leadership in 
this important work. 


ReEpvuctTion oF TimME WASTES 


A second broad field for the reduction 
of marketing costs will be found in im- 
proved procedures for the prevention of 
time wastes in performing marketing 
functions. These wastes occur in all 
movement costs whether they are 
charges for assembling raw materials or 
for retail deliveries. In manufacturing, 
particularly, they are often buried in 
production costs and their significance is, 
therefore, lost. New methods and better 
uses of existing methods to quicken prod- 
uct flow into consumption lowers in- 
terest, warehousing, and many other 
marketing costs. A few illustrations will 
clarify the point. 

A few years ago, it was said that auto- 
motive castings were laid down on the 
Cleveland docks for shipment to Detroit 
while they were still warm; and similar 
rapidity of flow was often mentioned for 
rolling mill products. In such cases, time 
delays in marketing are at a minimum. 
More extreme examples are commonly 
found in highly styled consumer goods 
when shortened time spans cut obsoles- 
cence and other costs. Perishable food 
products represent still another example. 

We learned something about efficient 








154 


THE JOURNAL OF MARKETING 





movement of goods during the war; and 
if we fail to capitalize on this experi- 
ence, we shall miss an opportunity for 
important cost reductions. Our railroads 
are planning to rehabilitate their ways 
and structures, and secure new high- 
speed motive power and other im- 
proved equipment. If they properly mer- 
chandise low cost, rapid freight move- 
ment, the marketing of goods will be 
accomplished at lower costs. The familiar 
cross haul question will doubtless engage 
again the serious attention of many mar- 
keting students. Nor can we overlook 
the contribution of air transportation in 
particular cases. While it is difficult to 
differentiate properly between time and 
place utilities in marketing, this empha- 
sis of the need for increased tempo in 
marketing is not intended to obscure the 
place savings’? that improved trans- 
portation will also make possible. 

Closely related to better transporta- 
tion is the possibility of improved stock 
turn-over for merchants now located 
some distance from their sources of sup- 
ply. The false economies of extreme 
turn-over need not concern us here; but 
there is much in the principle of sound 
turn-over policies, that can be adapted 
with profit in prior stages of the market- 
ing processes. 

Another time saving in marketing is 
reduction of the costs of high seasonality 
of production and marketing. Some of 
these costs cannot be appreciably low- 
ered, but no one can study these wide 
seasonal variations and still be satisfied 
that there are no practical remedies for 
some of the excessive business and social 
burdens they create. There is need for 
more complementary product selling and 
greater use of off-season price conces- 


7 Cf. Simon Kuznets, Commodity Flow and Capital 
Formation (New York: National Bureau of Economic 
Research, 1938), Vol. I. pp. 228-230, for interesting 
table of freight rates in percentage of value at the point 
of production. 


sions.* These and other methods of ef- 
fecting economies in marketing seasonal 
products may be explored with profit. 
Additional time savings will be real- 
ized by better adjustment of sales pro- 
motion expenditures to general business 
conditions; but, in a sense, this state- 
ment begs the question because business 
must create demand. Still, within short 
periods, there are right and wrong times 
to incur extra selling expense. Perhaps 
we can do more to avoid or at least mini- 
mize the costs of these timing errors. 
Such are some of the approaches to a 
reduction of the time wastes in market- 


ing. 
Repuction or WASTES AT PoINT 
OF ORIGIN 


A third method of dealing with this 
marketing cost problem is to stop wastes 
at the point of origin. They often begin 
with top management in manufacturing. 
It is not enough to know what men and 
machines can produce because that 
knowledge does not acquire high com- 
mercial value until it is known what can 
be sold profitably. It is a fair criticism 
that production-minded managements 
tend to neglect marketing costs. The 
easy part of the market is often saturated 
before the necessity of better selling 
methods to increase sales and maintain 
production costs is fully appreciated. 
Then, selling plans and costs get close 
executive scrutiny; and frequently the 
delay is extremely costly. 

Many high marketing costs originate 
on the drafting table. The mechanical 
design may be so poor that the product 
has little chance of real commercial suc- 
cess. Designers often lack practical 
knowledge of the conditions under which 
products will be used. Frequently, the 


* Cf. Simon Kuznets, Seasonal Variations in Indus- 
try and Trade (New York: National Bureau of Economic 
Research, 1933), pp. 13-30. 
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users of important products draw their 
own designs to hasten the adoption of 
changes that should have been in the 
original plans. It took a long time for 
manufacturers of vacuum cleaners to be 
fully conscious of the urgent need of 
finding ways to reduce the weight of their 
products. Too often products are not de- 
signed to permit easy and inexpensive 
maintenance and service. Lack of stand- 
ardization of parts is often a sales barrier 
that is later corrected at considerable ex- 
pense. Poor styling, like poor design, 
may result in inadequate sales and high 
selling costs. 

It is not unusual for an avalanche of 
customer adjustments to be precipitated 
simply by failure to furnish proper in- 
structions for the care and use of the 
product. This is a perennial source of 
additional operating costs for retail mer- 
chants, especially in the case of textile 
products sold without washing and iron- 
ing instructions. It may be added that 
some textiles are often too poorly 
finished for ordinary consumer use. 

In retail marketing, particularly, a 
number of expensive customer services 
add materially to operating costs. These 
services include free or ultra-liberal de- 
livery service, the return goods privilege, 
open credit service, and various other 
services for which no specific customer 
charge is made. Much has been written 
about these service costs and the need 
for some rational plan that will not re- 
quire the cash and carry customer to pay 
for services he may not need and does 
not want. Chain grocery stores and some 
other types of retail outlets have met 
this problem by selling on a cash and 
carry basis at lower prices than full 
service stores. But as long as free com- 
petition prevails and consumers demand 
and get these services without specific 
charges for their performance, it remains 
dificult or practically impossible to 


make more than limited progress toward 
differentiated pricing plans® to recoup 
these service costs. 


RESPONSIBILITY FOR Cost REDUCTIONS 


Perhaps a fourth method of making 
some progress toward lower marketing 
costs lies in a better public understand- 
ing of the nature of these costs. Too often 
it is blithely assumed that the responsi- 
bility for high costs rests principally 
upon the national advertiser and the re- 
tail and intermediate distributors. The 
service that the public demands, the 
necessary complexity of our economic 
processes, and the costs of economic free- 
dom are seldom properly appraised. 
Marketing is an intricate process with 
cost responsibilities that extend way 
back to the primary stages of production. 

The relative distribution of these costs 
is not well understood. Primary, inter- 
mediate, and final costs of marketing 
are not always separately distinguished 
in public discussions. In a notable study 
of marketing costs in 1929, it was stated: 


Although retailing is the most costly 
single phase of distribution, the total of costs 
incurred prior to this final stage is about 
twice as large as retailers’ expenses in selling 
finished goods to the consumer... . Manu- 
facturers’ distribution costs are estimated 
at about $9 billion; transportation charges, 
most of which occur before the retail stage, 
account for $8.8 billion; and intermediate or 
wholesale distribution costs amount to about 
$7 billion. All these costs, together with na- 
tional advertising and certain minor items, 
equal $26 billion, as compared with less than 
$13 billion for retail trade.’ 


While there are significant studies of 
the marketing costs of manufacturers, 
wholesalers, and retailers, small progress 
has been made in determining total 

* Paul W. Stewart and J. Frederic Dewhurst, Does 


Distribution Cost Too Much? (New York: Twentieth 


Century Fund, 1939), pp. 351-352. 
1° Tbid., p. 171. 
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marketing costs for individual commodi- 
ties. Where studies have been made for 
individual products like automobiles, 
agricultural machinery, flour, bread, 
cereals, and paint, the costing, with some 
exceptions, begins at the finished manu- 
factured state." It has generally been 
impossible to determine marketing costs 
through the prior stages; but all produc- 
tion costs contain some marketing costs 
of previous producers. 

Critics are not always careful to judge 
marketing costs in relation to the specific 
functions performed. The high differen- 
tials in selling at wholesale and retail 
are frequently ignored, yet costs are 
functions of the quantities sold in the 
individual sale. Occasionally, official 


studies calmly prescribe elimination of 
intermediate marketing functions as 
remedies, with scant consideration to re- 
sultant transfers of costs or the social 
damage they may create.’ 

The use of averages expressed as per- 


centages of sales dollars serves business 
purposes when properly interpreted; but, 
in the hands of the unskilled, the reckless 
and unwise use of averages perpetuates 
misinterpretations of marketing costs 
and promotes much naive and unjust 
criticism of these costs. In many cases, 
indiscriminate use of averages consti- 
tutes a major statistical crime. National 
advertising" is the perennial target for 
criticism on the basis of the size of per- 
centage expenses to total net sales; and 
retailing runs a close second. In the 


1 Report of the Federal Trade Commission on Distribu- 
tion Methods and Costs: Part I, “Important Food Prod- 
ucts”; Part III, “Building Materials”; Part IV, “Pe- 
troleum Products, Automobiles, Rubber Tires and 
Tubes, Electrical Household Appliances, and Agricul- 
tural Implements”; Part V, “Advertising as a Factor 
in Distribution.” 

12 Tbid., Part I, pp. 15-16. 

18 Neil H. Borden, The Economic Effects of Advertising 
(Chicago: Richard D. Irwin, 1942), pp. 452, 453-459. 
Also Federal Trade Commission, op. cit., Part V. 


former case, the percentage expense may 
appear high in relation to sales; but the 
absolute cost per unit of performing the 
marketing function may be trivial. In 
the latter case, the percentage cost of 
selling a particular item may remain 
constant or even increase; but if the re- 
tail price has gone down sharply, the 
absolute cost of performing the function 
may show astonishing decreases. In an- 
alyzing marketing costs, there is need 
for wider use of absolute costs and much 
more cautious use of percentages. 

In short, if we are to make progress in 
reducing marketing costs, there must be 
broader understanding of the highly 
complex nature of the problem and of the 
relative responsibility of producers, dis- 
tributors, and consumers for these costs. 
There is need for more light on the eco- 
nomic character and significance of mar- 
keting, better studies of its costs, and 
more intelligent cooperation of all fac- 
tors in the marketing process. 


IDEAL CONDITIONS FOR ECONOMICAL 
MARKETING Costs 


Perhaps we can obtain a clearer idea 
of the methods for reducing marketing 
costs if we roughly sketch a series of 
conditions necessary for the ideal mar- 
keting of a product, beginning with the 
earliest stages of its creation. The raw 
materials to be used in its manufacture 
are efficiently produced and marketed 
under stable price conditions. The manu- 
facturing plant is scientifically located, 
permitting a proper balance between ac- 
cessibility of raw materials and labor, 
and of markets for the finished product. 
The plant lay-out and machinery are the 
best that money and engineering skill 
can create. The labor force is well trained 
and available in adequate numbers; and 
labor relations assure efficient and unin- 
terrupted production. The production 
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organization is among the most com- 
petent in the field. The company is 
soundly financed; its accounting con- 
trols are highly developed and its costing 
systems represent the most improved 
techniques. It enjoys excellent trade and 
public relations. The management is 
able, alert, and aggressive. 

The product to be produced has been 
carefully selected. It will fill a customer 
need; and the potential demand is large. 
It represents the best in design, style, 
and performance. It is pre-tested in the 
laboratory to determine maximum serv- 
iceability under rigorous conditions of 
consumer use. It is properly identified 
and tagged with appropriate instructions 
for care and use. All possible skill and 
ingenuity are used to make it an out- 
standing product. Moreover, it is soundly 
priced to afford assurance of maximum 
sales potentials under competitive mar- 
ket conditions. 

The selling plans are carefully drawn 
with the best scientific aid that market- 
ing research can give. Advertising pro- 
motion, dealer helps, and other sales aids 
are shrewdly devised by highly compe- 
tent specialists. The plans provide for 
skilled selection of the best channels of 
distribution. Individual dealers are 
chosen for their outstanding competency 
in their respective markets. Their con- 
tinued interest and loyalty are cultivated. 
The consumer markets are all pre-tested 
before final decisions. The discount and 
allowance system is soundly planned to 
promote orderly, effective distribution. 
The retailers of the product operate in 
areas where there is wide acceptance of 
differentiated pricing with specific 
charges for expensive services. The sell- 
ing staff is scientifically selected, sales- 
men are properly trained, and field work 
is planned to permit maximum concen- 
tration on intelligent selling. Expense 


control and marketing costing leave 
nothing to be desired. The sales quotas 
are realistic, and reasonably attainable 
despite seasonal and cyclical fluctuations 
in customer demand. The selling plan 
and quotas are so dependable that pro- 
duction can be planned for long periods; 
and the whole process of production and 
sale flows smoothly with the minimum 
of time and other losses. 

If such ideal conditions, and many 
others that have escaped specific men- 
tion, are existent, then there is a high 
probability that the marketing costs will 
be at a minimum. But obviously all these 
ideal conditions do not prevail; and the 
degree in which they are present shows 
enormously large variation. Like other 
business costs, great differences in the 
nature of products, demand, markets, 
selling ability, managerial skill, and other 
factors influence marketing costs. The 
ideal is perfection; but the actuality can 
only be slow improvement in the meth- 
ods and mechanisms of marketing. 


MARKETING CosTs AND 
Tora. Costs 


Perhaps, one final comment will com- 
plete the background of this analysis. 
The basic objective in a free economy is 
the maximum physical production con- 
sistent with the ultimate net profit neces- 
sary to maintain and stimulate the 
system. It has been well said that the 
final consumer price is all that counts 
whether that objective is attained by 
high or low ratios of production and 
marketing costs." 

Low marketing cost is not always an 
end in itself, because the cheapest 
method of marketing an article will not 


4% Marvin Bower, “Cutting Distribution Costs 
Through Integrated Cost Reduction,” Proceedings of 
the Sixteenth Boston Conference on Distribution (Boston: 
Boston Conference on Distribution, 1944), p. 27. 
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necessarily produce maximum sales and 
profits. Like other costs, marketing costs, 
are relative; and they must be judged on 
the basis of work done. At various levels 
of purchasing ability, there are differing 
ratios of costs; and they are incurred to 
meet the type of service customers de- 
mand and for which they are willing to 
pay. 

Marketing costs are only about one- 
half of the whole cost problem; and the 
responsibility’ for cost reductions is 
joint and several throughout the eco- 
nomic process. In a free economy where 
there is minute subdivision of labor and 
specialization, these costs are likely to 

16 Nathaniel H. Engle, “Distribution Cost Analysis 
by Commodities,” Proceedings of the Boston Conference 
on Distribution (Boston: Boston Conference on Distribu- 
tion, 1937), Pp. 46. 


absorb large and perhaps increasing parts 
of the consumer dollar.’* We need not be 
too greatly disturbed if they are wisely 
incurred. After all, the costs of purely 
mechanical functions of production sel- 
dom afford a wholly sound basis for un- 
remitting disparagement of the costs of 
the non-mechanical phases of the func- 
tions required to satisfy the needs, 
wants, and whims of more than 
138,000,000 individual customers. “‘Mass 
production requires mass distribution” 
is a pleasing euphonism; but actually the 
ultimate sale of a product is to an indi- 
vidual. We may not wisely confuse the 
enormous differences in the two proc- 
esses. 


1% Clark and Clark, Principles of Marketing (New 
York: Macmillan, 1942), p. 761. 
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WARTIME ADVENTURES IN EQUITABLE 
DISTRIBUTION SHORT OF RATIONING: 
SPECIAL ORDERS AND RATINGS 


R. S. ALEXANDER 
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Eprror’s Note: This is the last in a series of three ar- 
ticles on wartime use of measures short of rationing in the 
attempt to secure equitable distribution. The other articles 
appeared in the Fuly and October, 1945, issues of the JouR- 


NAL, 


s ouR war effort developed and ex- 
A panded, scarcities of civilian goods 
multiplied and became more severe. 
Supplies of the durable goods which were 
no longer produced began to be ex- 
hausted and the reserve stocks of goods 
whose production was limited by order 
shrank toward the vanishing point. 

Even textile products which were 
plentiful in the early stages of the war 
were no longer made in quantities 
sufficient to satisfy a demand initially 
swollen by the increase in total spendible 
personal income and further inflated by 
the diversion of purchasing power from 
durable articles no longer procurable to 
nondurable goods which for the moment 
were relatively more abundant. 


EvipENCES OF MALDISTRIBUTION 


As we began to scrape the bottom of 
the inventory barrel of our civilian 
economy, evidence multiplied that the 
voluntary allocation programs of manu- 
facturers and wholesalers and the vari- 
Ous inventory control orders, such as 
L-63 and L-219, could not be relied upon 
to achieve unaided an equitable distribu- 
tion of the limited and rapidly shrinking 
supply of unrationed civilian goods. 

Indications accumulated that addi- 
tional measures should be adopted to 


For a discussion of these devices, see JOURNAL OF 
MARKEiiNe, July 1945, pp. 3-13, and October, 1945, pp. 
135-15S1, 


cause the available supplies of such 
goods to be so distributed as to avoid 
severe shortages in defense localities, 
which might interfere with the produc- 
tion of war matériel, and to prevent 
more widespread inequities, which might 
provoke general discontent with the 
conduct of the war effort and thus under- 
mine civilian morale. It soon became 
apparent that while the American people 
were prepared—even anxious—to en- 
dure every deprivation necessary to win 
the war, they were insistent that sacri- 
fices be shared as equally as possible. 

The war agencies, members of Con- 
gress, and the peacetime government 
departments received many letters from 
merchants complaining that they were 
unable to obtain certain types of goods 
to supply the needs of their customers 
while competing dealers or types of 
dealers seemed to be getting deliveries. 
These complaints were most frequently 
directed against chain store systems, 
mail order houses, and large department 
stores. Needless to say, they were not 
always justified. 

A large and constant flow of letters 
was received from consumers reporting 
their difficulties in obtaining merchan- 
dise. Of course, many of these com- 
munications were merely general com- 
plaints reflecting the writers’ inability 
to get goods that no one could get. But 
many of them contained evidence of 
inequities in distribution and _ indica- 
tions that unrationed goods were not 
flowing where they should go. 

Several studies uncovered additional 
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and more scientifically gathered in- 
formation pointing in the same direc- 
tion. The Survey of Distribution in 
Wartime? disclosed considerable evi- 
dence of maldistribution. It showed 
that, in general, supplies of civilian 
goods were much less adequate in the 
Southern and Western parts of the 
country than elsewhere. It established 
the fact that the retailer who lost a 
supplier found it practically impossible 
to replace him and that small merchants 
suffered from this difficulty much more 
severely than their larger competitors.® 

It brought out the fact that, when a 
merchant in a community went out of 
business, the suppliers serving it did not 
increase their allotments to the remain- 
ing merchants therein to compensate for 
the allotments lost to the locality by 
reason of his business demise. Only 8.8 
per cent of the merchants in whose 
communities competitors had gone out 


of business had enjoyed such increases 
in allotments. The large number of 


withdrawals from the retail business 
during the war period indicates that this 
factor was a serious cause of maldis- 
tribution. 

It also showed that only a few sup- 
pliers made adjustments in their allot- 
ments for population changes in the 
communities they served. This was 
indicated by the fact that 96.1 per cent 
of the merchants interviewed had ex- 


2 This study was made by the Office of Civilian Re- 
quirements of the War Production Board and involved 
individual conferences with 752 merchants belonging to 
all size and kind-of-business groups in more than 160 
communities in all parts of the country. It was made in 
October, 1943. While the report of the Survey is a mat- 
ter of public record, it was not published as a document 
for general distribution. 

3 In answer to the question, “Have you been able to 
replace your lost suppliers?” the percentage distribu- 
tions were as follows: 

No Yes 
41.8 58.2 
$9.2 40.8 
66.7 33-3 


Large Stores 
Medium Stores 
Small Stores 


perienced no such adjustments in the 
form of either increases or decreases. 
This figure is checked by the results of a 
supplementary survey of suppliers’ allot- 
ment plans made by the War Production 
Board among manufacturers having 
sales headquarters located in New York 
and among wholesalers there. Seventy 
per cent of the manufacturers and 55 
per cent of the wholesalers reported that 
they made no such allowances. It is 
probable that few of the adjustments 
made were adequate. 

The Survey also showed that small 
stores were suffering much more severely 
from the general merchandise shortages 
than were their larger rivals. The situa- 
tion is illustrated by Table I. 

A survey conducted early in 1944 by 
the Civilian Relations Division of the 
Office of Civilian Requirements of the 
War Production Board also indicated 
that small stores were having much 
more difficulty in getting deliveries than 
their larger competitors. The study, 
which included the stores in five cities, 
was not published. It revealed the 
following conditions with regard to 
inventories and sales: 


Percentage Change 
in Unit Sales of 
Same 22 Items 
During 1943 from 
Unit Sales of Those 
Items During 
1942 
— 43. 


39. 


Present Inventory 
of 22 Textile 
Items as Per 

Cent of Prewar 
Inventory of 
Same Items 


28.6 


39.6 
48.4 5. 


Small Stores 
Medium 
Large Stores 


Trade reports indicated serious geo- 
graphical maldistribution of ‘‘white” 
goods and piece goods for home sewing, 
resulting in shortages on the Pacific 
Coast and in the country districts. 
During January, 1944, certain New York 
stores were having “‘white” sales at a 
time when Pacific Coast merchants were 
rationing sheets and pillow cases, one to 
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a purchaser, much to the irritation of 
the Western merchants who observed 
the sales while attending the NRDGA 
Annual Convention in the metropolis. 
These reports were supported by facts 
disclosed by the Federal Reserve Board 
statistics of department store sales and 
by a spot check of dry goods whole- 
salers’ operations made by the Wholesale 
Dry Goods Institute. 

The cotton piece goods receipts of 27 
wholesale dry goods houses during the 
first five months of 1944 were 31 per cent 


salers. The most fortunate of the 27 
firms received, during the first five 
months of 1944, slightly more than 125 
per cent of the amount of cotton piece 
goods it received during the same period 
of 1943, while for the least fortunate, the 
figure was three per cent. The scatter 
was fairly uniform between these figures. 
The discrepancies bore no relation to 
the location of defense plants. 

A check of the work glove situation 
disclosed similar discrepancies in the 
distribution of that highly essential 


Tas_e I. PercENTAGE CHANGES IN SALES AND INVENTORIES OF RetAiL EsTABLISHMENTS INCLUDED IN “SuRVEY 











Percentage Change 





Size of Store 
(Annual Sales) 


1942 Compared to 1941 


| 1943 Compared to 1942 














Sales Inventories Sales Inventories 
Small (less than $50,000) 32.9 9.3 —8.1 —16.0 
Medium ($50,000 to $500,000) 22.0 12.2 | 10.4 —10.5 
Large ($500,000 or more) 8.0 31.3 27.9 —11.6 





less than during the same period of 1943; 
their sales of these items during the 
period were 30 per cent less than during 
the same period of the previous year; 
their inventories at the end of the period 
were 40 per cent less than they had been 
at the same time in 1943. The sales of 
cotton piece goods by department stores 
during the same period were 18 per cent 
greater than during the same months 
of 1943, while department store stocks 
of cotton piece goods at the end of the 
period in 1944 were only 22 per cent less 
than at the same time in 1943. The 
conclusion was obvious that a dis- 
proportionate share of the limited supply 
of this vital civilian commodity was 
going to the big department stores in 
the large cities at the expense of the 
wholesalers serving the country trade. 

The Institute’s check also showed the 
greatest discrepancy in the amounts of 
piece goods received by different whole- 


commodity. The individual receipts of 
work gloves by 26 wholesalers in a 
certain section of the South during the 
first nine months of 1944, as compared 
with their receipts during the same 
period of 1943, ranged from a high of 
105 per cent for the most fortunate to 
20 per cent for the least fortunate. The 
discrepancies were not correlated with 
the location of defense industries. 
Additional evidence was accumulated 
in the course of the daily individual 
contacts of the War Production Board 
with wholesalers and retailers, and 
through the appeals received by the 
Wholesale and Retail Division of the 
Board for the relief of emergency 
shortages. Such appeals varied widely 
from the plea of a 275 pound steam- 
fitter in a defense plant for outsize work 
clothing, through the request of a group 
of packing plants for butchers’ smocks 
and the appeal of a city on the Pacific 
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Coast which was entirely devoid of 
retail stocks of shoes for children be- 
tween the ages of four and six, to that 
of the Army for the supply of large 
quantities of a long list of commodities 
for the tremendously augmented popula- 
tion of the Hanford community. 


EQuiTABLE DisTRIBUTION CLAUSES 


This problem was first attacked by the 
inclusion in limitation and conservation 
orders of so-called equitable distribution 
clauses. By the end of 1944 such clauses 
were to be found in Ig orders. Five of 
these dealt with “hard” goods—domes- 
tic mechanical refrigerators, building 
materials, electric irons, miscellaneous 
cooking utensils, and closures. 


The electric iron order specified: “‘It is the 
policy of the War Production Board that 
each manufacturer shall distribute his pro- 
duction through his normal distribution 
channels, taking into consideration shipment 
to areas during 1941, migration of workers to 
certain areas and such other factors as will 
provide equitable distribution to meet essen- 
tial needs. The War Production Board may 
direct the distribution of specified amounts 
from any manufacturer’s production to meet 
emergencies.” 

The cooking utensils order required each 
manufacturer to “follow his 1942 pattern of 
distribution, making any adjustments nec- 
essary to take care of population and other 
changes resulting from war conditions.” It 
further provided that “Upon complaint of 
any person or without such complaint, the 
War Production Board may investigate any 
case of supposed failure of any person to dis- 
tribute his product equitably and may issue 
such instructions as are necessary to obtain 
equitable distribution.” 

The steel insect screen cloth order con- 
tained a more elaborate provision: “It is the 
policy of the War Production Board that 
steel screen cloth produced for essential 
civilian uses shall be distributed equitably. 
In making such distribution due regard shall 
be given to essential civilian needs and there 


shall be no discrimination in the acceptance 
or filling of orders as between persons who 
meet the producer’s regularly established 
prices and terms of sale and payment. 

“Under this policy every producer of steel 
screen cloth, as far as possible, should make 
available an equitable proportion of his 
merchandise to his customers periodically 
without prejudice because of their size, loca- 
tion or relationship as affiliated outlets. 

“It is not the intention to interfere with 
established channels and methods of distribu- 
tion unless necessary to meet war or essen- 
tial civilian needs. If observance of the policy 
outlined is inadequate the War Production 
Board may issue specific directions to named 
concerns.” 


Thirteen of the clauses applied to 
textile products—five to materials‘ and 
thirteen to finished articles ready for 
civilian use.’ Most of these equitable 
distribution clauses in the soft goods 
orders followed a standard pattern: 


“It is the policy of the War Production 
Board that the items covered by this order 
shall be distributed equitably. In making 
such distribution due regard should be given 
to essential civilian needs, and there should 
be no discrimination in the acceptance or 
filling of orders as between persons who meet 
the seller’s regularly established prices and 
terms of sale or payment. Under this policy 
every seller of the items, so far as practicable, 
should make available an equitable propor- 
tion of his merchandise to his customers pe- 
riodically, without prejudice because of their 
size, location or relation as affiliated outlets. 
It is not intended to interfere with estab- 
lished channels and methods of distribution 
unless necessary to meet war or essential 
civilian needs. If voluntary observance of the 
policy outlined is inadequate to achieve 


‘ Coir fiber (rope etc. made from coconut shell fibers), 
elastic fabrics, rubber yarns, extra staple cotton, cotton 
duck, wool. Several of these clauses applied to more than 
one material or article. 

5 Textile materials and clothing items, blankets, knit- 
ted outer-wear, knit underwear and sweat shirts, men’s 
and boys’ clothing, shirts and apparel for feminine 
wear. The shoe order also contained such a provision. 
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equitable distribution, the War Production 
Board may issue specific directions to named 
concerns. A failure to comply with a specific 
direction shall be deemed a violation.” 


The knit underwear, sweat shirt, and 
T shirt order provided in addition that: 


“Upon complaint of any person or without 
such complaint, the War Production Board 
may investigate any case of supposed failure 
to distribute his products equitably, and may 
issue such instructions as are necessary to ob- 
tain equitable distribution. Any instructions 
pursuant to this paragraph to be valid must 
be in writing.” 


The most recent of these orders, the 
much discussed M-388, departed mate- 
rially from this pattern. On the whole it 
possessed defects not characteristic of 
the others and lacked certain of their 
advantages. It froze the distribution of 
the manufacturer to the system, and in 
the proportions, prevailing in 1943 and 
made no adequate provision for special 
allowances for population changes and 
other factors which brought about modi- 
fications in the distribution of need for 
the products involved. 

The language of this clause was as 
follows: 


“Every manufacturer who uses a prefer- 
ence rating assigned in this Order must, to 
the extent of at least 90 per cent of his un- 
rated deliveries after April 15, 1945, of each 
item delivered during any calendar quarter 
for which he uses the rating, fill orders that 
are placed with him by persons who pur- 
chased from him during 1943. This also ap- 
plies to any part of his production of the 
same item he may have made without the 
rating. Each person who purchased from the 
manufacturer during 1943 shall be entitled 
to have his orders filled for a pro rata share 
of this quantity of the item based on his 1943 
purchases from the person using the rating. 
The manufacturer may not discriminate 
against any of his customers in notifying the 
trade that he has the items available for sale 
or in making deliveries or allocating his pro- 


duction. If the manufacturer was not, in 
1943, in the business of manufacturing an 
item for which a preference rating is assigned 
under this order, but is given a quota by its 
provisions, he shall not sell to any one pur- 
chaser more than 10 per cent of his total pro- 
duction of any item he produces with a rating 
(including any part of his production of the 
same item he may have made without the 
rating). Further specific directions may be 
issued as to the distribution of items.” 


The standard provision and the other 
equitable distribution clauses were sub- 
ject to certain general weaknesses. 

First, these clauses did not define 
equitable distribution. Such terms as 
“due regard to essential civilian needs,” 
“equitable proportion,” “periodically,” 
standing alone, without further attempt 
to describe precisely what practices were 
equitable or inequitable, gave no work- 
able basis upon which the clauses could 
be administered with any real hope of 
practical effect. 

Second, only two of these provisions 
set up machinery by which a merchant 
who felt that he had been discriminated 
against could complain and institute 
enforcement proceedings. To be effec- 
tive, an equitable distribution measure 
had to harness the cooperation of the 
merchants who suffered from the dis- 
crimination against which it was directed. 

Third, these provisions were included 
in orders governing the activities of 
manufacturers. Very few retailers and 
wholesalers had occasion to become 
familiar with them. This was especially 
true of the smaller retailers who more 
than others were likely to be the victims 
of such discrimination. It was especially 
true of retailers in small towns and 
county districts who were also espe- 
cially liable to be deprived of their right- 
ful share of the available supply of 
goods. 

Fourth, the provisions suffered from 
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deficiencies of administration. Many of 
them were adopted as “back-fires’’ in- 
tended by the “industry,” or “operating” 
divisions to forestall the adoption of 
more drastic measures to bring about 
equitable distribution and to draw the 
sting from the criticisms of certain 
Congressional committees which were 
interested in promoting the welfare of 
small business concerns. Those sponsor- 
ing them never intended to enforce them 
vigorously. 

The administration of the provisions 
was in the hands of the operating divi- 
sions of the War Production Board. 
Since the personnel of these divisions 
was drawn largely from the industries 
with which they dealt, their sympathies 
lay primarily with the manufacturers 
instead of with the merchants or con- 
sumers. Under these circumstances, mer- 
chants, especially the smaller ones, could 
be expected to have but little confidence 
in the provisions or in the spirit in which 
they were administered. 

As a result, very few complaints were 
filed under these provisions and the 
units charged with their administration 
found themselves unable to do very 
much about those that were filed. Many 
of the provisions were dead letters from 
the time they were approved. 

An example of the difficulties involved 
in administration was supplied by the 
textile orders. The Textile Bureau, upon 
the advice of the Legal Division, held 
that the language of these provisions 
was not retroactive: the limitation they 
contained could not be applied against 
any practice carried on before the date 
upon which the clause was issued. Since 
many of the discriminations causing 
distributive inequities were practiced 
throughout much of 1943 and most of 
the clauses were approved late in 1943 
or during 1944, the applicability of the 
clauses was narrowly limited. 


THE Proposep GENERAL EQUITABLE 
DISTRIBUTION ORDER 


Because of the inequities in distribu- 
tion described above and because the 
measures previously adopted failed to 
correct them satisfactorily, considerable 
public interest was aroused in the sub- 
ject. Late in 1943, there were rumors of 
Congressional action. 

During the summer of 1943, the sub- 
ject aroused the interest of Mr. Arthur 
Whiteside, Vice-Chairman of the War 
Production Board for Civilian Require- 
ments. Under his leadership a general 
order was drafted designed to promote 
the equitable distribution of all types 
of civilian goods under the control of 
the Board. The framers of this proposed 
order attempted to remedy the defects 
of the scattered equitable distribution 
clauses contained in the various industry 
orders. The proposed order contained 
four elements. 

1. A declaration of policy. The lan- 
guage of this declaration was almost 
identical with that of the standard 
provision found in the textile orders: 


“It is hereby declared to be the policy of 
the War Production Board that all consum- 
ers’ goods not needed for filling rated orders 
should be distributed with due regard for es- 
sential civilian needs and without harmful 
discrimination in either the acceptance or 
filling of orders from persons who meet the 
sellers’ established prices, terms and condi- 
tions of sale. After providing for rated orders, 
every seller, other than retailers, should with 
reasonable frequency make available to each 
of his customers a proportion of his mer- 
chandise which he deems to be equitable in 
the light of the principles set forth in this 
order.” 


This part of the order also exempted 
goods distributed under rationing pro- 
grams and those, such as food and petrole- 
um products, controlled by war agencies 
other than the War Production Board. 
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2. A list of practices likely to be deemed 
inequitable. This was the negative part 
of an attempt to define equitable dis- 
tribution. 

The specific practices mentioned were: 


(a) Discrimination against customers be- 
cause of such factors as size, purchasing 
methods, or distributive practices. 

(b) Discrimination against customers be- 
cause of their location or the shipping areas 
in which they were situated, except when 
such discrimination was made necessary by 
the rules established by the Office for De- 
fense Transportation. 

(c) Discrimination between customers by 
deliberately imposing conditions of sale 
which only some customers could meet or 
which were not enforced against all custom- 
ers. 

This was aimed at suppliers who, for ex- 
ample, established unnecessarily large units 
of sale which prevented small merchants 
from buying or handicapped them in doing 
so; and against full-line forcing rules which 
were enforced against weak buyers but not 
against strong ones. Although the latter prac- 
tice is outlawed under the Federal Trade 
Commission rules, fear of retaliation pre- 
vented most small retailers from complaining 
with respect to it. 

(d) Discrimination between non-affiliated 
outlets and affiliated outlets, such as sub- 
sidiaries, franchise dealers, exclusive agents, 
and the like. 

This was aimed at certain suppliers who 
before the war had distributed both to affili- 
ated and non-affiliated customers and who re- 
fused to sell to the latter when goods became 
scarce. 


3. Suggestions for making merchandise 
available in equitable proportions. This 
was the positive part of the definition 
of equitable distribution. It recognized 
and approved the practice of voluntary 
allotment. It specified that, so far as 
possible, adjustments should be made in 
such allocation schemes for the following 
factors: 


(a) Changes in population. 


(b) In cases in which population shifts ob- 
viously failed to indicate changes in con- 
sumer need, adjustments should be made 
according to some factor which reflected 
such changes with reasonable accuracy. 

For example, baby clothes and baby car- 
riages might be distributed on the basis of 
birth statistics, and work gloves and work 
clothing on the basis of employment statis- 
tics. 

(c) Specific allowances should be made to 
provide adequate supplies to defense centers 
and farm populations in rural districts re- 
mote from markets. 

(d) Provision should be made to supply 
emergency needs resulting from fire, flood, 
and the like. 

(e) Special allowances should be made for 
consumers formerly served by wholesalers or 
retailers whose regular suppliers had with- 
drawn partially or entirely from the business 
of selling goods for civilian use. 

Two methods were suggested by which a 
supplier might do this. First, he could sell an 
appropriate part of his goods to such mer- 
chants. Second, he might make appropriate 
increases in his allotments to his customers 
serving the same communities as such mer- 
chants. By including in his regular allotments 
somewhat less than 100 per cent of his avail- 
able supply, he could retain a “kitty” out of 
which he could make such special allotments. 
It was recognized that no such system could 
work perfectly, but it was felt that it might 
relieve some of the worst cases of maldistri- 
bution. 


The order provided that each supplier 
was free to follow those practices best 
adapted to his own business or trade or 
to the peculiar conditions under which 
he operated so long as they were in con- 
formance with the general principles of 
equitable distribution set forth in the 
order. It declared that it was not the 
intent to freeze the distribution system 
or marketing practices of any supplier 
so long as the changes he made were in 
accord with the concepts of equitable 
distribution enunciated in the order. 
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4. A right of appeal. It was provided 
that after he had exhausted every 
means of negotiation with his supplier 
without satisfactory result, a merchant 
who felt that he suffered from in- 
equitable distribution could appeal to 
the War Production Board for relief 
under the provisions of the order. It was 
contemplated that proved cases of in- 
equitable distribution would be remedied 
either by the issuance of ratings or of 
specific directions to designated sup- 
pliers. 

Since a possible weakness of the 
proposed order lay in the fact that it 
might tend to stimulate complaints on 
the part of chronic malcontent buyers, 
the process of appeal was hedged about 
with numerous restrictions and appel- 
lants were required to submit rather 
exhaustive dockets of information with 
respect to their claims of discrimination 
or maldistribution. 

It was expected, however, that to a 
very considerable extent the order would 
carry within itself the machinery for its 
voluntary enforcement. It was designed 
to re-endow the buyer with some of the 
bargaining power he had lost as a result 
of the extreme scarcities of goods. His 
most potent weapon, the threat of the 
withdrawal of his patronage, no longer 
had edge, point, or striking power. In 
the absence of ratings he was completely 
at the mercy of the suppliers. This order 
would have given him, in the threat of 
appeal, a substitute weapon with which, 
by negotiation, he could have forced 
the righting of most distributive in- 
equities. Even the knowledge within 
the trade that the order was being con- 
sidered led to a number of such adjust- 
ments in flagrant cases of discrimination. 

The approval of the proposed order 
was expected to generate considerable 
reexamination by suppliers of the allot- 
ment systems which they were using in 


distributing their goods. Many of the 
practices against which it was directed 
would probably have been eliminated 
without formal complaint by the victims 
of those practices.® 

If the order had been approved, some 
buyers would undoubtedly have tried 
to abuse it by using the threat of formal 
complaint as a means of forcing sup- 
pliers to give them more than their fair 
share of the goods available. It is doubt- 
ful if many such attempts would have 
been successful. Suppliers would have 
been just as familiar as their customers 
with the restrictions which hedged about 
the process of appeal. In most cases, the 
blow by blow description of the buyer’s 
preliminary negotiations with the sup- 
plier, and the record of receipts which an 
appellant was required to file along with 
his formal complaint, would have enabled 
the administering authority to discover 
the abuse and dismiss the complaint 
without great inconvenience to any 
supplier who was making an honest and 
intelligent effort to conform to the 
provisions of the order. The chief deter- 
rent to such attempts at abuse lay in the 
fairly specific and detailed definition of 
equitable distribution contained in the 
order. 

It was intended that complaints 
should be examined by a committee 
made up of representatives of the Office 
of Civilian Requirements and the in- 
dustry operating divisions affected. The 
recommendations of this Committee 
were to be embodied in ratings or 


6 For example, a retailer of floor coverings, who was 
told in 1943 by a supplier from whom he began to buy 
during 1940 that, since he was a new customer, no more 
goods were available for him, showed his supplier a 
newspaper article describing the chief features of the 
proposed order. After some negotiations the supplier 
“found” some merchandise which could be made avail- 
able to the complaining merchant. A number of manu- 
facturers sought advance information about the provi- 
sions of the order for the purpose of reconciling their dis- 
tribution systems to it. 
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specific directions issued to particular 
suppliers. No supplier could be in viola- 
tion of the proposed order until he failed 
to obey such a rating or direction. 


OPPOSITION TO THE PROPOSED 
GENERAL ORDER 


This measure probably received the 
most complete discussion and considera- 
tion of any order ever before the War 
Production Board. In conferences at 
New York, Cleveland, and St. Louis, a 
preliminary draft was discussed with 
about 280 manufacturers and merchants. 
Their criticisms, received in individual 
interviews, were carefully considered 
and many of their suggestions were in- 
corporated in succeeding drafts. 

lt was discussed with some Io or 12 
industry advisory committees represent- 
ing merchants and manufacturers. While 
some of them were violently opposed to 
the proposal and others favored it with 
almost equal positiveness, the general 
consensus seemed to be: “Of course, we 
would rather have no regulation of our 
activities but if one is needed, this one 
seems as sensible and practical as any 
we could suggest.” 

Opposition to the proposal developed 
chiefly within the War ProductionBoard. 
This opposition was at least partially the 
result of a struggle within the Board for 
control over the distribution of civilian 
goods. Most of the work of the Board 
was done by the operating divisions, 
each in charge of an industry or closely 
related group of industries. The per- 
sonnel of these divisions was recruited 
largely from the industries they con- 
trolled. Their powers applied mainly to 
the control of the production activities 
of the industries with which they dealt. 
In exercising these powers they con- 
trolled the distribution of industrial 
materials. 

But until the establishment of the 


Office of Civilian Requirements, they 
also regulated the distribution of the 
civilian goods produced by those in- 
dustries. They tended to exercise this 
control very sparingly or not at all, and 
usually for the benefit of the manufac- 
turers rather than for that of the mer- 
chants who sold the products or of the 
consumers who used them. These offi- 
cials were easily convinced that the man- 
facturers’ voluntary allotment schemes 
afforded the most equitable possible 
system of distribution. 

When the Office of Civilian Require- 
ments was established, it was charged 
with the duty of regulating the distribu- 
tion of goods for civilian use.? The 
operating divisions resisted the transfer 
of this control by every means in their 
power. Since the suggested order was 
proposed by, and probably would have 
been administered by, the Wholesale 
and Retail Trade Division of the Office 
of Civilian Requirements, its approval 
would have involved the implementa- 
tion by that Office at one stroke of a 
considerable portion of the control of 
distribution which the operating divi- 
sions were so loath to surrender. In this 
attitude the operating divisions received 
support from the manufacturers from 


7 Section 8.02 of General Administrative Order 2-99, 
as amended July 27, 1943, provided that: “The Vice- 
Chairman for Civilian Requirements shall be responsi- 
ble for War Production Board policies governing the 
distribution of goods an services.”” General Adminis- 
trative Order No. 2-116, effective July 18, 1943, stated, 
in Section 2.02, “The Vice-Chairman for Civilian Re- 
quirements shall be responsible for assuring a fair and 
equitable flow of consumer goods and related products 
through the distributive system and shall coordinate 
and integrate the controls exercised by the War Produc- 
tion Board over the distribution of consumer goods 
through wholesalers, retailers and other distributors. 
Such controls shali be authorized by War Production 
Board orders, regulations and directives, which shall be 
issued in accordance with established procedures.” The 
Administrative Order even granted the specific power 
of “directing industry divisions as to the localities and 
types of customers to whom consumer goods shall be 
shipped by manufacturers and producers.” 
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whose ranks their personnel was largely 
drawn and for whose interests many of 
the members of that personnel felt they 
were responsible. The manufacturers, 
like other groups of business men, 
wanted no regulation they could avoid. 

Of course, the fight against the pro- 
posed order could not be waged on the 
issue of who should control the distribu- 
tion of civilian goods. The General 
Administrative Order placed that con- 
trol in the hands of the Office of Civilian 
Requirements. It was necessary that the 
attempts of the Office to implement its 
powers over distribution be blocked one 
by one on other grounds. In pursuit of 
this strategy the following arguments 
were advanced against the proposed 
measure: 


1. It is too complicated. 

2. The order is not needed because the 
conditions of civilian supply are improving 
(which was true at the time). 

3. The voluntary allotment systems of the 
manufacturers assure equitable distribution. 

4. The measure should be a mere declara- 
tion of policy and should not contain an en- 
forcement or appeals clause. 

5. The equitable distribution clauses con- 
tained in specific orders are sufficient for the 
purpose. 

6. The proposed order will be difficult or 
impossible to administer since it will invite 
a flood of complaints. 

7. The criteria of “equity” 
defined. 

8. The proposed order throws heavy bur- 
dens upon the manufacturer. This objection 
was implemented by mention of a host of 
questions as to how the manufacturers 
should operate under the order, practically 
all of which could have been answered satis- 
factorily by anyone who read the document 
intelligently. 

g. The criteria of need, mainly population, 
are wrong. There was some truth in this ob- 
jection although the fact that those respon- 
sible for the order were chiefly interested in 


are not clearly 


the control of the staple articles of general 
consumption subtracted from its force. 

10. The proposed order grants powers of 
control without limiting the extent of that 
control. 

11. The proposed measure is an unwar- 
ranted interference with individual enter- 
prise. One of the more purely Bourbon “‘eco- 
nomic royalists” on the staff of the Board re- 
marked that the measure was “worse than 
anything that had been done in Russia in 
that it reaches right down into the home and 
controls what the citizen can buy.” 


The proposed order was first prepared 
during November and December of 
1943. During December, it was discussed 
with the trades through field con- 
ferences. In January, 1944, it was 
revised in the light of the suggestions 
and criticisms received during the field 
conferences. During the late winter and 
early spring months, a constant tug of 
war was in progress with respect to it 
and with respect to the organizational 
question of whether the Office of Civilian 
Requirements was to exercise any effec- 
tive control over the distribution of 
goods for civilian use. 

It gradually became apparent to those 
charged with the preparation and pres- 
entation of the measure that so much 
opposition had been built up that it 
would probably fail of adoption if 
pushed to an issue. It was therefore 
allowed to “wither on the vine.” It was 
not withdrawn, however, and remained 
through the spring and early summer 
months as a threat by the judicious use 
of which it was possible to force the 
concession of a series of detailed con- 
trols in the form of power to assign 
ratings for specific products or groups 
of products which, while neither so 
effective nor so extensive as the proposed 
order, provided means whereby the flow 
of civilian goods could be directed where 
they were most needed and specific and 
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severe local shortages could quickly and 
effectively be relieved.* 


“Frre-CHASING’ METHODS OF 
SHORTAGE RELIEF 


During most of 1943 and the early 
part of 1944, while the proposed equi- 
table distribution order was under con- 
sideration, the Office of Civilian Require- 
ments pursued a policy of what might be 
termed “‘fire-chasing” in its work of 
relieving specific local emergency short- 
ages which threatened the war effort or 
endangered the health or morale of the 
civilian population. In accordance with 
this policy, each such shortage was 
treated as a separate case study and 
specific measures were devised to relieve 
it. 

Several methods were used in doing 
this work. Those in charge of it main- 
tained constant touch with the Procure- 
ment Division of the Treasury Depart- 
ment which had charge of the disposal 
of military surpluses. Frequently, such 
surpluses could be used to relieve 
specific shortages. If a shortage affected 
military production immediately and 
seriously, it was sometimes possible to 
arrange for the use of Army or Navy 
stocks to relieve it.’ In some cases idle 


* The failure of the proposal was largely due to the 
resignation of Mr. Arthur Whiteside from the War 
Production Board and probably also to the fact that Mr. 
R. S. Alexander, who as Acting Director of the Whole- 
sale and Retail Trade Division was in charge of the pro- 
posal, lacked the bureaucratic political adroitness to 
bring about its adoption in the absence of Mr. White- 
side. The decision to abandon the proposal was made by 
W. Y. Elliott, Mr. Whiteside’s successor, upon the ad- 
vice of Mr. Alexander whose strategy in the fight with 
the much more powerful operating divisions for control 
of the distribution of civilian goods was never to run the 
risk of complete defeat on an uncertain issue but, by 
maintaining a constant nuisance value, to win a series 
of concessions each of them small but which, taken to- 
gether, could be built into a pattern of control. This pol- 
icy eventually achieved a measure of success. 

* For example, a serious shortage of the butchers’ 
white smocks required by Federal regulations for wear 
by certain operatives in meat packing plants was re- 
lieved from the Army stocks of bakers’ smocks. 


stocks of goods in the hands of 
dividual merchants or manufacturers 
were drained off to supply such short- 
ages.!° Such transactions were usually on 
a purely voluntary basis. In rare cases 
suppliers were “requested” to relieve 
such shortages. Since these suppliers had 
to have War Production Board ratings 
to replenish their stocks of certain items, 
such a “request” assumed many of the 
characteristics of an order.” 

At best these methods were clumsy 
and often time-consuming. Occasionally, 
they were supplemented by special 
ratings obtained in specific cases through 
negotiation between the Office of Ci- 
vilian Requirements, the Special Ratings 
Branch, and the operating division 
whose products were involved. This 
method was cumbersome and too often 
tardy in its results. It seemed desirable, 
if possible, to develop machinery by 
which emergency shortages could be 
relieved by ratings issued by the agency 
charged with the responsibility for con- 
trolling the distribution of goods for 
civilian use. 


Ratincs As A MEANS or CONTROL 


When the priorities system was first 
developed, it was not contemplated that 
ratings would be issued to persons buy- 
ing consumers’ goods. Gradually, how- 
ever, certain very scarce articles of 
general consumption were made subject 
to ratings. As part of a program to 


10 A shortage of children’s shoes of certain sizes in a 
city on the west coast was relieved by using the excess 
stocks of such shoes in the warehouses of a chain-store 
company which had no unit in that city. These shoes 
represented a merchandising mistake on the part of the 
chain system since they were of a price line not desired 
by its customers and its managers were glad to find cus- 
tomers to whom the shoes could be sold. 

11 For example, an acute shortage of general merchan- 
dise in one of the atomic bomb production centers was 
relieved by such a request to a chain system which had 
a unit located there. 

12 Form WPB-1319 was used most extensively for this 
purpose. At one time or another consumer purchases of 
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limit consumer purchases of certain 
items, each ultimate consumer buyer 
was required to file a _ certification 
declaring his need of the article and 
stating his inability to buy it otherwise 
than by means of such a certification. 
This device was subject to considerable 
abuse by unscrupulous persons but its 
use probably exerted a definitely deter- 
rent effect upon the volume of consumer 
purchases of the articles to which it was 
applied. 

Late in 1942 or early in 1943, the War 
Production Board began to use the 
priorities system to aid distributors of 
civilian goods in replenishing their stocks. 
This occurred as a collateral effect of the 
use of Form WPB-547 (then PD-IX) as 
a means of enabling distributors to 
procure industrial supplies. Since many 
of these industrial supplies are also used 
extensively by ultimate consumers, it 
proved impossible to distinguish be- 
tween the stocks of them held for in- 
dustrial purposes and those held for the 
consumers’ goods trade by the distribu- 
tors using the form. It was natural and 
easy for the staff of the Board to drift 
into the use of the form and its rating 
pattern to correct serious maladjust- 
ments not only in the distribution of 
articles which were both consumers’ 
goods and industrial supplies but also 
in the distribution of “hard goods” 
items used only by ultimate consumers 
as well. 

Ratings for such goods were issued by 
the Wholesale and Retail Trade Division 
of the O.C.R. under the authority of 
informal agreements negotiated by that 
Division with the appropriate operating 
divisions. These agreements often took 





vacuum cleaners, certain electrical appliances, oil burn- 
ers, coal stokers, plumbing and heating equipment, 
domestic sewing machines, and motorcycles were au- 
thorized on this form which was issued directly to the 
ultimate consumer buyer. 


the form of a. “set-aside”—a specified 
amount of the product withheld to sat- 
isfy WPB-547 ratings—to which amount 
the volume of such ratings within a 
given period, usually a quarter, was 
limited. 

Some of the most important operating 
divisions refused to cooperate in this 
plan, and the constant process of 
negotiating such agreements required 
the efforts of personnel which could have 
been more profitably employed other- 
wise. Therefore, the O.C.R. made per- 
sistent efforts to extend the use of this 
form so that it could be employed in the 
relief of stringent shortages and mal- 
distribution of all sorts of goods for 
civilian use. 


THE ProposeED PRIORITIES 
REGULATION 23 


The first attempt in this direction was 
the ill-fated Priorities Regulation 23. 
This proposal was prepared during the 
summer of 1943 and its battle was 
fought during the fall and winter of that 
year. It was designed to do two things. 

1. It provided that each manufac- 
turer of a specified list of goods for 
civilian consumption should set aside a 
certain percentage, varying from prod- 
uct to product, of his programmed 
production of civilian goods for distribu- 
tion through the usual channels of trade 
which serve civilian consumers. 

This provision was designed to pre- 
vent the armed services from unneces- 
sarily raiding the portion of the total 
production of many articles programmed 
for use by civilians. Such raiding was 
often accomplished by means of high 
ratings obtained and used without all 
the discretion that might have been 
desired. The practice frequently em- 
barrassed the O.C.R. and handicapped 
seriously its efforts to provide for the 
needs of the civilian population. To 
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enable the military authorities to obtain 
part of the output programmed for 
civilians when it was really needed for 
the war effort, the regulation provided 
that every civilian “set-aside” should be 
subject to any rating of AAA or better; 
this very high rating was available to 
the armed services in cases of emergency. 

2. It provided that each manufac- 
turer of the specified list of goods should 
set aside for the satisfaction of WPB-547 
ratings a certain percentage of his 
programmed output for civilian con- 
sumption. It was contemplated that the 
amount of this “set-aside” should be 
smaller than the “civilian set-aside” and 
be changed from time to time; in most 
cases it would not exceed 20 to 2§ per 
cent of the quarterly programmed ci- 
vilian production of an item. 

The purpose of this provision was to 
assure the O.C.R. a ready supply out 
of which it could quickly, and with the 
minimum effort, remedy distributive 
maladjustments and relieve serious 
shortages. It was also designed to make 
possible a more orderly and effective 
control of the flow of goods for civilian 
use. When WPB-547 ratings were issued 
against an unknown supply, rendered 
highly uncertain by the erratic and 
arbitrary raids of the military and naval 
services, such ratings assumed the na- 
ture and effectiveness of mere hunting 
licenses authorizing the holder to obtain 
goods if he could find a supplier with a 
stock of them not already sold or com- 
mitted for sale under a senior rating. 

Toward the last of a quarter it was 
very difficult for merchants to find such 
suppliers of certain types of goods. 
Because of shortages of materials, the 
civilian goods output of many manu- 
facturers had been reduced to a small 
fraction of capacity. Such a producer 
could often reduce the cost at which he 
turned out his permitted quarterly 


quota if he manufactured his entire 
programmed output for the quarter in 
one run, usually near the beginning of 
the period. He could and often did make 
immediate delivery of his entire quar- 
terly output in satisfying orders already 
on his books. Under such circumstances, 
ratings granted during the latter part of 
a quarter were useless until the begin- 
ning of the next one. If such ratings 
were issued to provide for emergency 
shortages, the results of their temporary 
nullity were liable to be serious. This 
situation defeated the entire purpose of 
the rating pattern. 

Except in the case of articles produced 
in this manner, the “WPB-547 set- 
aside” did not require the manufacturer 
to hold any significant amounts of goods 
in stock. In the cases of most articles, it 
constituted a claim on the flow of goods 
rather than upon any stagnant pool of 
inventory which it made necessary. 
Even when the entire quarterly output 
of an article was produced during the 
first weeks of the period, the regulation 
would require the manufacturer to hold 
only a very small portion of his total 
output until the last weeks of the 
quarter, since the flow of ratings was 
reasonably constant and uniform for 
most products. To a considerable extent, 
it was merely a formalization of the ar- 
rangements, previously described, which 
had been worked out with many oper- 
ating divisions whereby they required 
the manufacturers under their control to 
set aside certain amounts of their output 
for the satisfaction of WPB-547 ratings. 

This proposal encountered heavy and 
bitter opposition. The “civilian set- 
aside” feature earned for the regulation 
the active antagonism of the military 
and naval services which were loath to 
forego the privilege of raiding the 
civilian supply, since by this means they 
could remedy procurement mistakes 
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without admitting them, and since AA 
ratings were easier to get than the AAA 
ratings which were required under the 
provisions of the proposed regulation 
before the services could use the civilian 
supply to meet emergency needs. Their 
opposition was no small factor in bring- 
ing about its defeat. 

Although the unit of the O.C.R. which 
was in charge of the work of issuing the 
WPB-547 ratings enjoyed cordial work- 
ing relations with most of the operating 
divisions, many of the divisions opposed 
Priorities Regulation 23 because it 
constituted an attempt to capture the 
control of civilian distribution which 
they were most reluctant to surrender. 
A number of them overcame this 
reluctance, however, and in the interests 
of getting a necessary job done gave the 
measure their approval. In spite of their 
support, it became apparent in the 
spring of 1944 that the proposal could 
not be approved in the face of the un- 
remitting opposition of the military and 
naval services. It was therefore allowed 
to “‘wither on the vine.” 

Much had been gained as a result of 
the fight for it. The services became more 
circumspect and less lavish in their 
raiding of civilian programs. As a back- 
firing measure, a number of operating 
divisions which had refused previously 
to negotiate ““WPB-547 set-asides” of 
specific articles under their control be- 
came willing to do so. Additional induce- 
ment was given them to make such con- 
cessions by reason of the fact that the 
support of the powerful Program Bureau 
was placed behind the O.C.R. attempts 
to push such negotiations. The nuisance 
value of the equitable distribution pro- 
posal which was then pending also 
added pressure in this direction. 

Even though these two proposals 
failed of adoption, the struggle over 
them resulted in considerable improve- 


ment in the situation and paved the way 
for the next general attempt of the 
Office of Civilian Requirements to im- 
plement its power to control the flow of 
civilian goods when such control was 
needed to effectuate the war program. 


AMENDMENTS TO THE PROGRAM 
DETERMINATION 


The set of rules under which any arm 
of the War Production Board granted 
ratings was known as a “program 
determination.” Before the summer of 
1944, the program determination under 
which ratings were issued on Form 
WPB-547 limited its use to items and 
amounts approved by the appropriate 
operating division. During the spring of 
1944, the O.C.R. moved to bring about 
an extension of the powers granted it in 
the program determination for the use of 
this form. 

Partly as a delayed result of the long- 
continued and unremitting efforts of the 
Office to develop machinery by means 
of which acute shortages could be 
relieved and area and local maldistribu- 
tion could be corrected, and partly as a 
result of the adroit negotiations of Mr. 
W. Y. Elliott, Vice-Chairman for Ci- 
vilian Requirements, the program deter- 
mination was finally amended to grant 
the O.C.R. general authority to issue 
ratings on Form WPB-547 to accomplish 
these purposes. 

In case the AA-4 rating regularly 
assigned to this form proved to be 
insufficient to accomplish these purposes 
in specific cases, the O.C.R. was au- 
thorized to assign higher ratings up to a 
designated percentage of the amount of 
any item programmed for civilian use 
during any quarter. Such a _ higher 
rating could be assigned only after 
consultation with the appropriate op- 
erating division, but the final decision to 
grant the rating in any specific case was 
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at the discretion of O.C.R. 

The Office used this power with great 
restraint, exercising it only after con- 
sultation with the appropriate operating 
division in each case. Ratings were 
issued only to relieve shortages which 
threatened to delay the production of 
war materials, to impair the public 
health, or to undermine civilian morale. 
When such a shortage occurred the 
appropriate operating division was given 
an opportunity to relieve it by any means 
the division might desire, such as spe- 
cial directives to specific suppliers. If it 
failed to do so, O.C.R. issued the neces- 
sary rating. 

In some cases, the shortages were so 
widespread that more general measures 
were necessary. This was true, for 
example, of piece goods for home sewing. 
After prolonged negotiations between 
the Textile Bureau and the Wholesale 
and Retail Trade Division, ten million 
yards of such goods were allocated to 
the O.C.R. for distribution on WPB-547 
ratings. The club by which this alloca- 
tion was forced was the threat to dis- 
tribute the entire supply on such ratings 
—a proceeding which no one desired. In 
order to be eligible for such a rating, a 
merchant had to be located in a town 
of 25,000 population or less (since the 
gravest need for piece goods, and the 
most serious shortages of them, are in 
country areas) and must not have 
received during the first six months of 
1945 more than 20 per cent of the 
yardage he received during the same 
period of 1944." 


8 Those in charge of this work were fully aware that 
the quantities involved were not sufficient to satisfy the 
demand or even the need. This was due, however, to the 
very great shortage of piece goods, the total supply of 
which during 1945 was only 40 to So per cent of that of 
the preceding year. The rating program was of consid- 
trable help in directing at least part of that supply to 
the places where it was needed most and to the mer- 
chants who served the people who needed it most. 


The Wholesale and Retail Trade 
Division which processed Form WPB- 
547 rated about 6,000 items on it. Many 
of these articles are used only in in- 
dustrial operations but a sizeable pro- 
portion of them are consumers’ goods. 
During most of the period within which 
the form was used, the Division granted 
an average of more than 8,000 ratings a 
week. Such ratings supplied the only 
method by which distributors might 
replenish their stocks of many of these 
items. The entire supply of some articles 
was distributed in this manner. 


SUMMARY 


With the exception of consumer certi- 
fication, Form WPB-1319 and Form 
WPB-541, all of the devices short of 
rationing for securing equitable distribu- 
tion were based upon the assumption 
that if goods were gotten into a certain 
locality or area in proportions approxi- 
mately according to need, the ultimate 
consumers in that area would get their 
respective shares of the available supply. 

Admittedly this theory did not work 
with exactness in all cases. The distribu- 
tion scheme based upon it was the next 
best thing to rationing, however, and, 
in spite of its deficiencies, it probably 
worked with substantial accuracy in 
most cases. It had the advantages of 
being much less expensive than ration- 
ing, of involving much less paper work, 
of avoiding the danger of black mar- 
kets, and of imposing no regimentation 
upon the activities of ultimate consumers. 

Within limits, this machinery prob- 
ably afforded a reasonably satisfactory 
means of securing equitable distribution 
of consumers’ goods by methods short 
of rationing. The story of the attempts 
to achieve such distribution constitutes 
an interesting study in the intricacies of 
bureaucratic political maneuver. 





SOME INTERNATIONAL ANGLES ON 
POSTWAR AGRICULTURAL TRADE 


A. REX JOHNSON* 


Eprror’s Note: The author makes clear some of the 
difficulties confronting any return toward “normal” 
prewar agricultural trade. 


N CONSIDERING the agricultural situa- 
tion, it is well to divide the postwar 


period into two parts—a “short-term” 


period that will last for perhaps two to 
three years, and a “long-term” period 
which will begin when the most im- 
mediate disarrangements of war are past. 


SHORT-TERM AND LOoNG- 
TERM ASPECTS 


For the short term, farmers may be 
expected to benefit from the heavy 
demand from Europe and the Far East 
for their products, and the prewar prob- 
lems of excessive production relative to 
effective demand is not likely to recur 
except, perhaps, in the case of a few 
commodities. 

World food production this year 
(July, 1946), for instance, although 
somewhat above 1945, is estimated to be 
about 10 per cent less than during the 
immediate prewar period, allowing for an 
increase in the world population. Re- 
duced carryover supplies of nearly all 
major food products, together with 
disrupted distribution systems and at- 
tempts to avert world famine, mean that 
the food supply at present is even more 
sharply reduced from normal than the 
drop in 1946 production would indicate. 

Drought followed battle in Europe 
last year, and for the entire continent 
(exclusive of the U.S.S.R.), even allow- 
ing for wartime ‘processing economies, 
the present year’s food supply is esti- 


* Assistant Director, Office of Foreign Agricultural 
Relations, and Vice President, Washington Chapter of 
American Marketing Association. 
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mated at 10-12 per cent below the pre- 
war level. The food output in France is 
up somewhat after a 5-year low. Belgium 
cannot approach the 50 per cent of its 
own food which it produced before the 
war. Although there is marked improve- 
ment over 1945, Italy, Austria, the 
Netherlands, even the fertile Danube 
Basin, show short production when 
compared with 1933-37. 

The Soviet food situation will be some- 
what improved, but the Middle and Far 
East are far below average. Even North 
Africa and the temperate countries of 
South America, normally exporters of 
food and other agricultural products, 
have suffered severely from drought and 
can contribute less than normal amounts 
to the world food supply. 

Thus it appears that for the coming 
year and perhaps for 2 or 3 years, in- 
ternational demand will be heavy for the 
agricultural products of the United 
States and of several other surplus food 
producing countries—notably Canada, 
Argentina, Australia, and New Zealand. 
Since European countries will have little 
to export and have very small financial 
balances abroad, their imports during 
the next few years will depend largely on 
loans. The immediate postwar period 
will be a time of tapering-off, marked by 
agricultural production and marketing 
conditions not greatly different from 
those of the actual war period—at least 
in the case of most commodities. 

Over the long term, the situation is 
considerably different, and it is that 
period which offers major problems to 
everyone concerned in agricultural pro- 
duction, food handling, and allied pur- 
suits. Basically, from the standpoint of 
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international trade in farm products, the 
problem will be one of avoiding excessive 
supplies that would clog the channels of 
international trade and make it difficult 
to retain a desirable level of agricultural 
prices at home. 

Interventionist policies of govern- 
ments had a marked effect on prewar 
agricultural production and trade, re- 
sulted in artificial scarcities in importing 
countries, and contributed to the exist- 
ence of unmanageable surpluses in ex- 
porting countries. The recent war, with 
its enormous temporary changes in 
demand and its trade interruptions and 
diversions, has served to accentuate the 
distortions in the prewar production pat- 
tern. 

Governmental stimulus has resulted in 
marked expansion in the capacity for 
agricultural production in a few countries 
in the past five years. In the United 
States and Canada, farm production of 
food increased by about 30 per cent 
during the war. South American produc- 
tion is up by more than 15 per cent. 
England made approximately a 60 per 
cent increase, and began shifting from an 
emphasis on production of grain and 
potatoes to the production of livestock 
products. Consequently, we may look 
forward to considerably expanded farm 
production for the world in general, once 
European and far eastern agriculture is 
re-established on something like a pre- 
war basis. 


AGRICULTURE IN Wor.tp War I 


This whole story may be a repetition 
of the experience in World War I, when 
large temporary increase in demand— 
especially European—during 191 5-19 for 
most agricultural products and, at the 
same time, a disruption in supplies from 
the war areas and from the more distant 
parts of the world, forced an expansion 
of the production of basic agricultural 


staples in accessible areas, particularly 
in North America. The Allied govern- 
ments took direct measures to stimulate 
such production, although they also 
controlled consumption in order to 
reduce the demand somewhat. 

Soon after World War I, government 
intervention was substantially relaxed. 
When restored production in the war 
areas glutted the world market, how- 
ever, and much of the wartime expansion 
in production persisted in spite of the 
resultant agricultural depression, there 
was a gradual reintroduction of govern- 
ment aids. Most of the important 
producing countries tried to support 
farmers’ prices on a maintained or ex- 
panded domestic output, regardless of 
repercussions on the world situation. 

However necessary and desirable this 
may have been from a national point of 
view, it served to aggravate the basic 
world maladjustment rather than to 
remedy it. Moreover, one interventionist 
measure led to another; price supports 
had to be supplemented with import 
restrictions and export subsidies; import 
restrictions had to be supervised and 
adjusted; export subsidies had to be in- 
creased because they forced down foreign 
prices, and so on. As a consequence, 
progressively more interventionist tech- 
niques were introduced until there was 
a decided trend toward state control of 
trade. 


AGRICULTURE IN Wor.tpb War II 


Numerous governmental controls were 
re-established, added, or expanded dur- 
ing the recent war. Few governments 
now appear to contemplate withdrawing 
substantially from their prewar, or war, 
policies of agricultural intervention. 
Many seem to be considering expanding 
and implementing those policies in order 
to maintain part of their wartime in- 
creases in high-cost production, im- 
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pelled by their obligations to their 
farmers, and, in importing countries, by 
a war-strengthened determination to 
maintain a high degree of agricultural 
self-sufficiency. Moreover, the disruption 
of supply has been much more extensive 
than in the last war. Hence, intervention 
has been correspondingly more complete 
and far-reaching. 

At present, almost all important inter- 
national trade in agricultural products is 
directed by governments, and there has 
been such control of production as to 
modify greatly the characteristics of the 
farming enterprise. 

When the present demand declines, 
wheat, wool, and fruits, in addition to 
cotton, are likely to appear on the 
world’s surplus list. So, too, may sugar 
if the far eastern surplus producers re- 
turn to prewar production levels. For the 
most part, these are familiar inter- 


national agricultural surpluses that have 
plagued the world’s farm producers at 


various times since the period following 


the first World War. 


Some UNFAMILIAR PostTWAR PROBLEMS 


There are likely to be some unfamiliar 
problems, too, growing out of changes 
made to meet wartime needs. Two 
notable changes were made in the 
Western Hemisphere—sharp increases 
in the production of fats and oils and of 
rice, to replace the supplies of these com- 
modities that came from the Far East 
before the war. The farmers of the 
United States made tremendous in- 
creases in their production of peanuts, 
soybeans, and flaxseed during the war. 
Argentine production of sunflower seed 
quadrupled. Rice production in this 
Hemisphere increased something like 50 
per cent. 

In time, there will probably be a re- 
turn to world markets of the far eastern 
supplies of rice and vegetable oils. When 


that happens, the world supply is likely 
to be excessive, and Western Hemisphere 
producers will be faced with the alterna- 
tive of cutting back their production or 
of finding means of competing in world 
markets with the surplus supplies of the 
low-cost Asiatic areas where 40 per cent 
of the world’s food is produced and con- 
sumed. 

Besides this excessive supply situation, 
there is likely to be a scarcity of ex- 
change on the part of European coun- 
tries especially, and they will tend to 
import more industrial goods than farm 
commodities which they themselves can 
produce. Certainly this may be true with 
such luxury items as fruits and nuts, 
traditionally our fourth most important 
export. This priority of industrial goods 
over farm products is likely to be partic- 
ularly true in the case of the United 
Kingdom, long the chief market for 
United States agricultural exports. 


SoME APPROACHES TO 
SuRPLUS PROBLEMS 


There are several approaches to this 
so-called “surplus” situation, which in 
many quarters is regarded as a problem 
more of maldistribution and under- 
consumption than of excess production. 
The domestic market for farm products 
is more valuable than the foreign market, 
but the existence of an unwieldy crop 
surplus in the world increases the difh- 
culty of keeping farm prices at desirable 
levels. Of course, better merchandising 
of all food products is a need of the entire 
agricultural industry and would result in 
increased domestic markets. 

Increased food consumption on a 
world basis was the number one ap- 
proach to the surplus situation taken by 
the Hot Springs Conference in 1943, out 
of which grew the Food and Agriculture 
Organization of the United Nations. 
Some have been optimistic that the 
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United States might benefit through 
such increased world consumption. 

A second prospective means of con- 
trolling world commodity “surpluses” 
for a limited number of products is 
the method of international commodity 
agreements, an approach best adapted to 
certain basic commodities. A draft world 
wheat agreement already exists. The 
cotton situation is currently receiving 
attention from an International Cotton 
Study Group, which may propose a 
world cotton agreement. 

International commodity agreements 
are not easily drawn up. They involve a 
great deal of give and take, a willingness 
on the part of each participating country 
to yield on points that may be near and 
dear to it. The heart of any agreement 
is its division of the world market for the 
commodity concerned, and that cannot 
always be agreed upon entirely in ac- 
cordance with previous history, or to the 
full satisfaction of every participating 
country. The belief is that no such agree- 
ment will be fully satisfactory unless it 
includes importing countries, as well as 
exporting nations. Furthermore, to be 
constructive, commodity agreements 
must seek expansion rather than restric- 
tion in international trade. 

There is fairly wide agreement on the 
importance of taking effective steps to 
bring world agricultural production pat- 
terns more nearly in line with compara- 
tive advantage and to establish and 
maintain a high level of world consump- 
tion of agricultural products; but there 
is less agreement as to what steps would 
achieve this objective, since it is difficult 
to shift high-cost producers to other 
lines. 

There is a third approach to the sur- 
plus problem. It is more a policy than a 
program for it includes many specific 
programs. It might be called the “‘in- 
creased world trade” approach. The 


United States definitely is committed to 
follow it. It embraces inter-governmental 
trade agreements, adjustment of trade 
barriers, and encouragement of every 
sound proposal that will increase the flow 
of commodities in international trade. 
Whether the products be agricultural or 
industrial, the trade will benefit pro- 
ducers and it will also benefit consum- 
ers. 

Such a policy involves what may ap- 
pear on the surface to be sacrifices on the 
part of the American producer, but they 
are sacrifices only if the United States 
wants to be an isolated nation, cut off 
economically and otherwise from the 
rest of the world. The war furnished 
abundant evidence that the United 
States is not isolated but is truly part of 
a world community, that every economic 
move it makes must allow for inter- 
relation of nations, and that trade must 
conform in increasing intensity with the 
principle of comparative international 
advantage. 

In order to export, the United States 
will have to do considerable importing, 
meeting a limited degree of competition 
from foreign products. United States 
producers may have to change their 
habits, producing more of the things 
they produce most efficiently and less of 
others. We must be prepared to relax 
certain of our controls for more extensive 
international competition that brings us 
into international trade rivalries. 


GOVERNMENT Price GUARANTEES 
CREATE PROBLEMS 


The government guarantee that as- 
sures a floor under prices of agricultural 
commodities produced in larger than 
normal quantities to meet war needs 
creates a major problem when one at- 
tempts to reconcile our domestic farm 
price policy with our desire to engage as 
fully as possible in world trade. This 
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guarantee continues for two years after 
the end of the year in which there is 
official end of the emergency. The 
guaranteed prices, at 90 per cent of 
parity, are in general well above normal 
world prices. 

Certainly, if our prices are maintained 
above the world level for any extended 
period, positive steps must be taken to 
discourage imports that would break 
down our home price structure. Under 
those conditions, too, most of our com- 
modities cannot move into world trade 
except by means of a subsidy, or an 
equivalent action, that invites retalia- 
tion from other governments. 

For instance, wheat prices in the 
United States in June were about 50 
cents a bushel above the Canadian ex- 
port price for top grade, on basis of 
storage at Ft. William, Port Arthur. The 
1946 government support price on soy- 
beans is $2.10 a bushel. Because the 
domestic price of cotton at present is 
considerably above parity, the govern- 
ment’s support program is not now 
operative, but this is an abnormal, and 
probably only temporary, situation. It 
must be remembered that within the 
past year, domestic cotton prices, under 
government guarantee, have been ma- 
terially higher than the maximum price 
at which cotton could move in world 
trade. 


CoNCLUSION 


Prospects for “normal” prewar foreign 
trade in agricultural products are not 
optimistic. So far as our major export 
crops are concerned, two serious deter- 
rents are the facts that: 


1. These long-term international trade 
problems cannot be solved except 
through international exchange and 
agree nent. 

. Even in the domestic field, sound farm 
policy cannot be attained without com- 
plete and up-to-the-minute knowledge 
of related developments in other coun- 
tries. 

The first of these requires so much 
“give and take” as to be slow and 
burdensome, and the second requires 
acquisition and analysis of data on 
foreign production, demand, and policy 
to an extent that some are discouraged 
with the slowness of the findings. It all 
adds up to a rather gloomy picture so far 
as expansion or even resumption of 

“normal” foreign agricultural trade is 
concerned. 

1 Typical of the kind of current discussions, a recent 
United States-Great Britain conference agreed that: 
(a) Members of a proposed international Trade Organ- 
ization should inform others about domestic subsidy 
programs which might affect foreign trade. Limitation 
of export subsidies to “burdensome world surplus” 
commodities was favored. (b) State fostered trading 
agencies should be subject to the same restrictions as 
are applied to private traders. (c) Export duties should 


be open to the same international negotiation on the 
same basis as import duties. 
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Marketing Notes 








A MARKETING RESEARCH TRAINING PROGRAM 
FOR WAR VETERANS 


HE PURPOSE of our marketing re- 
p pos training program, approved 
under Federal Public Law 346 (the 
“G.I. Bill of Rights”), is to develop 
competent research men to do the 
marketing research work of Economy 
Grocery Stores Corporation. 

Four young men between the ages of 
22 and 29—all World War II veterans— 
have been selected as trainees. They 
have had varying degrees of experience 
and education and are interested in 
marketing research work. They all have 
to earn their living while getting the 
necessary basic training. At present their 
value to the company is limited by their 
lack of preparation and experience for 
the job. After they have been adequately 
trained, their value to the company will 
justify paying them a much higher 
salary. 

Universities are not quite prepared to 
give all the necessary training in prepara- 
tion for marketing research, which is still 
a comparatively new profession. Our 
training program is designed not only to 
combine “theory with practice,” but 
also to teach the men skills and tech- 
niques in marketing research which are 
not included in the present curricula of 
the universities. The program will take 
three years, at the end of which the 
trainees should be competent marketing 
research men qualified to do good pro- 
fessional work and to become members 
of the American Marketing Association. 


Scope OF TRAINING PROGRAM 


Starting with the thesis that “ex- 
perience is the best teacher,” the major 
emphasis of the training program is on 
actually doing marketing research work. 
This is to be supplemented by seminar 
instruction, contact with professional 
groups, and by formal university courses. 


1. Training through doing 


The trainees work under supervision 
on a wide variety of projects but gen- 
erally on only one project at a time. The 
projects are practical and directly useful 
to the company, and the trainee follows 
a detailed schedule of procedure and in- 
struction. He turns in daily to his 
superior a written report on his activities 
during the previous working day. He 
consults with his superior about his work 
as frequently as either he or his superior 
deems it necessary. 

The projects on which the trainees 
work embrace studies of: market areas, 
the factor of competition, selecting and 
evaluating store locations, consumer 
buying habits and preferences, sales 
potentials, setting seles quotas, sales pro- 
motion, problems of pricing, movement 
of commodities, product elimination or 
simplification of lines, marketing pos- 
sibilities of new products, store displays 
and their effectiveness, packaging, op- 
erating costs, elimination of waste, 
streamlining of operations, store stand- 
ards and practices, problems of organiza- 


179 





180 


THE JOURNAL OF MARKETING 





tion and supervision, business trends. 

In the execution of these projects, the 
trainees (a) collect data from published 
sources, company records, field and store 
observations, and interviews, (b) con- 
duct marketing tests, and (c) make 
analyses and write reports containing 
conclusions and recommendations. As 
the trainees progress in their work, they 
will have the opportunity to plan and 
supervise the work of temporary help 
engaged to assist them on specific proj- 
ects. 

In so far as it will be possible, the 
trainees will be given the opportunity 
(for the purpose of training only) to work 
in stores, the warehouse, and other de- 
partments of the company. 


2. Training through seminars 


Throughout the training period, every 
Monday between 4:30 and 6:00 P.M. the 
trainees will hold a seminar session under 
the direction of the Director of Market- 
ing Research of the Company. In the 
initial stages, each seminar session is 
addressed by a different executive of the 
company, who discusses the organiza- 
tion and activities of his department 
and answers questions raised by the 
group. 

Later, the seminar sessions will be 
devoted to presentations and discussions 
of major current developments in the 
food distribution industry, the contents 
and characteristics of selected trade and 
professional journals, marketing source 
materials, marketing research tools and 
techniques, the merits and shortcomings 
of various marketing research surveys, 
the history of marketing research, mar- 
keting research organizations, and major 
current developments in the marketing 
research field. 

In general, the trainees are assigned 
the task of studying and presenting the 
topics that are taken up at the seminar 


sessions. Occasionally guest speakers 
from universities, government agencies, 
and business firms will be invited to ad- 
dress the seminars on a specific topic. 
The trainees prepare reports on each 
seminar meeting. The reports are re- 
viewed by the Director of Marketing 
Research and are returned, with his 
comments, to the trainee for future 
reference. 


3. Training through contact with profes- 
sionals 

It is important that the trainees fre- 
quently should come in contact with, and 
be stimulated by, other men engaged in 
marketing research work or concerned 
with marketing problems. Therefore, 
they are given opportunities to attend 
gatherings of the New England Chapter 
of the American Marketing Association, 
the Boston Conference on Distribution, 
the New England Sales Management 
Conference, the Advertising Club of 
Boston, and other organizations. The 
Trainees prepare reports on all such con- 
tacts and submit them for review to the 
Director of Marketing Research. 


4. Training through university courses 


During the three year training period, 
the trainees attend courses in the fol- 
lowing subjects as they are available in 
the evening adult education programs 
offered by educational institutions of 
Boston: 


Accounting and Statistics 
Accounting Theory—Elementary 
Accounting Theory—Advanced 
Cost Accounting 
Business Mathematics 
Elementary Statistical Methods 
Techniques and Problems in Collecting 

Statistics 
Applied Business Statistics 
Statistics in Market Research 

Economics and Marketing 

Principles of Economics 
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Economic and Industrial History 
Business Economics 
Principles of Marketing 
Sales Management 
Principles of Advertising 
Retail Distribution 
Sales and Market Research 
Research in Marketing 
General 
General and Applied Psychology 
Principles of Logic 
Geography in Business 
General Commercial Law 
Time and Motion Study 


In addition to the courses offered by 
educational institutions, it is planned 
that the trainees should also become 
familiar with the use of business ma- 
chines through courses offered by Inter- 
national Business Machines and other 
machine manufacturers. 

A schedule of university courses for 
the next semester of the current school 
year has been drawn up for each trainee. 
Additional courses for subsequent semes- 
ters will be scheduled later. 


DIRECTION AND SUPERVISION 
oF TRAINEES 


The Director of Marketing Research 
of Economy Grocery Stores Corporation 
assumes complete responsibility for the 
overall direction and guidance of the 
training program. The immediate super- 
vision of the work of the trainees is dele- 
gated to the Manager of the Marketing 
Research Department. 

As previously mentioned, the trainees 
turn in a written daily report of their 
activities; they also prepare reports on 
every seminar session and on every con- 
tact with professional groups. The prog- 
ress of the trainees in their university 
courses will be reflected in their school 
grades. Moreover, and most important, 
the surveys and studies which they pro- 
duce on the projects assigned to them 
will tell the tale of their progress and ac- 
complishments. 

William Applebaum 


Economy Grocery Stores Corp. 
Boston, Massachusetts 


CURRENT BUSINESS MATERIALS IN THE 
TEACHING OF MARKETING* 


S A RESULT of the war, we have ex- 
A perienced a prolonged period when 
relative inactivity in the teaching of mar- 
keting was accompanied by many chang- 
és in the practice of marketing. This 
means that teachers of marketing have a 
dual job: (1) They must keep themselves 
fully informed to a greater extent than 
ever before regarding shifting trends in 
merchandising methods, and (2) they 
must be ready to make almost immediate 
application of this new and current mate- 
nal for the classroom. 

Our own JOURNAL OF MARKETING, the 
Domestic Commerce Monthly, and most 


* Based on an address before the American Marketing 
iation, 


widely-read trade journals attempt to 
list, by title, the more important work 
undertaken by large organizations. Many 
of these publications publish annual sta- 
tistical issues which not only contain 
basic data relating to the industry, but 
also frequently present scholarly analy- 
ses of the place of the industry in the 
economy of the country. 

However, the marketing teacher faces 
two problems. First, it requires so much 
time merely to cover these readily acces- 
sible sources that he has little time left to 
digest their content and to draw general 
conclusions which would be usable for 
classroom instruction. Since most librar- 
ies cannot provide extensive clipping serv- 
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ices, the teacher must spend a consider- 
able portion of his time combing volumi- 
nous materials which have little relevance 
to his immediate problem. In addition, it 
is generally impractical for the library 
to loan such material and much of the 
value of direct classroom contact and 
discussion is lost. 

Second, the teacher does not have 
ready access to the great volume of re- 
search, advertising, and promotion pieces 
released by American business and 
which have a limited or specialized cir- 
culation. Generally, he has no practical 
way of knowing about such material, and 
business has no practical way of knowing 
of each teacher’s interest. Obviously, 
some solution to this problem must be 
found. We must create new channels that 
will augment many times the existing 
flow of information from business to 
teachers of marketing. 

As suggestions, what we are doing to 
make available to teachers of marketing 
the business research materials created 
by my own company in the course of its 
regular operations, may be of interest. 

Our Research Department contains a 
Development Division which does basic 
researchon long-range technical problems 
affecting the content and sale of our own 
publications. In other words, it provides 
us with suitable yardsticks for measuring 
and constantly improving our own prod- 
ucts. Some of its studies, for example, 
“A Test of Two Methods Commonly 
Used in Reader-Interest Surveys,” are 
reprinted for circulation to marketing 
men. 

Our Commercial Research Division, 
also a part of the Research Department, 
is the largest single source within our 
company of material likely to be useful 
and available to teachers of marketing. 
One group of men is engaged in study and 
researchon marketing and economic prob- 
lems in specific industries such as drugs, 


food, toilet goods, aviation, automotive 
products, insurance, home appliances, 
and industrial goods. These studies are 
designed to be of service to the entire in- 
dustry, including the various price lines 
and distributive methods. 

Two recent examples of this work are 
“Cooperatives in the United States,” 
bringing up to date an exhaustive study 
on the same subject released two years 
ago, and the “Urban Housing Survey,” 
which is an industry survey of the poten- 
tial urban housing market. In the latter 
case, data were obtained directly from 
personal interviews in the field with 
4,000 men and women. The opinions ex- 
pressed by the respondents were analyzed 
and interpreted in the interest of im- 
proving distribution efficiency in this 
critical industry. 

Other examples are “Markets and 
Quotas,” “City Markets,” “Where Peo- 
ple Buy,” and “Sales Opportunities,” 
which were published and made avail- 
able to companies requiring detailed sta- 
tistical information for laying out sales 
territories. In these cases, we felt that it 
would be a service to select information 
pertinent to marketing from the Census 
and other sources and then to analyze 
and publish it in a form readily usable by 
any sales organization. 

These examples are illustrative of busi- 
ness materials made available in the reg- 
ular course of our operations. They vary 
from a detailed report on research ona 
scientific problem of general application 
to a promotion piece designed to meet a 
specific sales situation. 

Some of these materials may be cited 
in the teacher’s usual sources of infor- 
mation. Others may not come to his no- 
tice. As a result of discussions stimulated 
by preparation of this paper, The Curtis 
Publishing Company is now trying sever- 
al experiments to increase the flow of its 
own business materials to teachers of 
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marketing. Copies of the various types 
of releases described are sent to teachers 
of marketing. They are asked to indicate 
their desires for further mailings, both as 
to type of material and specific industry 
of application. 

Also, in connection with our Research 
Department, we maintain a commercial 
library which, in addition to its other 
functions, clips articles from a number of 
trade publications. When any member of 
our staff wishes to bring together infor- 
mation on a given subject, the librarian 
supplies him with pertinent clippings. 
This, of course, saves him a great amount 
of time and makes possible the produc- 
tion of industry analyses which would 
otherwise be impossible, from a time 
standpoint. The study on Cooperatives, 
previously mentioned, is a good example 
of the use of our library clipping service. 

A real problem is raised concerning the 
the way in which such potential business 
information can be made available to 
teachers of marketing. For prepared 
material which may become available for 
distribution, we are planning to ask our 
library to publish quarterly an announce- 
ment and very brief synopsis of content. 
This will be sent to those teachers who 
express an interest in one or more types 
of studies or industries. However, each 
year we are able to cover only a few of 
the many subjects potentially available. 

It is generally not practicable to loan 
clippings from our library to individuals. 

owever, we would be glad to have an 
expression of interest from teachers and 
other research workers who may wish to 
discuss mutually agreeable arrangements 
for utilizing such material. Marketing 
teachers are familiar with similar services 
operated commercially by a number of 
organizations. Very often these services 
cost more than the college funds avail- 
able can justify. One answer, of course, 


is to consider that a course in market- 
ing requires higher laboratory fees, com- 
parable to those charged for courses 
in chemistry, for example. Such fees 
might be utilized to purchase new and 
current material for undergraduate class 
instruction and then be made avail- 
able for post-graduate research. I believe 
that this suggestion, made by a market- 
ing teacher, would be practical and par- 
ticularly applicable to the instruction of 
veterans. 

Finally, there is another phase of this 
current business materials problem which 
merits mention. Many company research 
departments are required to provide serv- 
ice to other departments in addition to 
their advertising and sales research activi- 
ties. Much of this information is for use 
by management and deals with future 
company plans. Such material is, natural- 
ly, of a confidential nature and is not pre- 
pared for release. I do not believe that 
this limitation on current business mate- 
rials creates an insurmountable situation 
so far as the training of students is con- 
cerned. It is true, of course, that the use 
of soundly conceived research is a phase 
of management which every student 
should be taught to appreciate. 

In this situation the teacher must draw 
heavily upon his own background of ex- 
perience. Many have contacts or do con- 
sulting work outside the university. 
Others belong to local advertising clubs 
and technical societies, where problems 
and techniques which could not appro- 
priately reach the stage of formal pub- 
lication are discussed. The management 
implications are often brought out in the 
course of informal discussion, so that the 
teacher can keep himself informed of 
current business progress in this field. 

Alfred N. Watson 
The Curtis Publishing Company 
Philadelphia 5, Pa. 
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Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Factors in Readership Measurements. 
(New York: Daniel Starch, 1946, pp. 
9, multigraphed.) 


In these abbreviated notes of a talk given 
before the New York Chapter of the Ameri- 
can Marketing Association, Starch states 
that, during the 15 years of continuing read- 
ership studies by his organization, observa- 
tion of advertising has increased 18 per cent 
and ‘“‘Read Most’”’ (responses to the effect 
that most of the ad has been read) reader- 
ship, 24 per cent. 

Tests have shown that when the sample 
used in these studies reaches 100 to 150, 
“much of the variation has disappeared.” 
Deviations among samples indicate that for 
a readership figure of 40 per cent, the chances 
are about four out of five that the true figure 
will lie between 35 and 45 per cent. While the 
deviation is considerable, to halve it would 
require that the sample be quadrupled, and 
it is doubtful that the additional cost would 
be justified. 
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The amount of memory error that occurs 
when using the recognition method depends 
upon the particular questions asked, the way 
in which they are asked, and the accompany- 
ing checks that are applied. When detailed 
questioning procedure is used, erroneous 
recognition is held to a level of four or five per 
cent. Moreover, “investigation also shows 
that unless a specific check is made on com- 
ponent parts of an advertisement or on 
smaller advertisements on a large page, re- 
spondents fail to indicate, in many instances, 
that they had observed or read them. For 
newspaper advertisement of 50~75 lines, the 
detailed-question-and-check method gave 
readership percentages 3.4 times those ob- 
tained by the ordinary method, and this 
ratio become smaller and approached 1.0 
for full page advertisements. 

“While it is generally recognized that er- 
roneous recognition inflates the results, it is 
too often overlooked that the factor of for- 
getting tends to deflate them. A study by the 
Starch organization showed that on the day 
following the reading of the newspaper 36.8 
per cent of the respondents recognized (Seen- 
Associated) on the average each of the 13 ad- 
vertisements; on the fifth day, 30 per cent 
(of a different group); and on the eighth day, 
26.5 per cent (of a still different group).” 

Admittedly, readership studies do not 
measure sales power, but Starch believes 
that in this connection there are surprises 
in store “‘if one is to judge from the extensive 
experimental work in the selling power of 
advertisements conducted during the past 
two years.” 


1.2 What Do People Read Most in Sunday 
Newspapers. A. W. Lehman, Adver- 
tising and Selling, April, 1946. 


The Advertising Research Foundation has 
started to study the readership of Sunday 
newspapers. For Sunday Study No. 1, it 
selected the Milwaukee Fournal, a one hun- 
dred and forty page, ten section Sunday edi- 
tion, published November 11, 1945. Eleven 
hundred reader interviews were completed 
for the main, news, and comic sections, and 
eight hundred interviews were completed 
for the remaining eight sections of the paper. 


The interviews were conducted on Monday 
and Tuesday nights following publication. 

For Sunday Study No. 2, the Utica Ob- 
server-Dispatch was selected as representa- 
tive of smaller city newspapers. The survey 
edition was a sixty-four page, five-section, 
Sunday edition, published November 25, 
1945. Comparison will be possible with a 
reader’s survey of the daily paper for Friday, 
November 2, 1942. 

The purpose of these studies is to build up 
for Sunday papers a body of information 
comparable to the Continuing Study of 
Newspaper Reading for weekday papers. 

The findings of Study No. 1 on a large-city 
Sunday newspaper are released with the 
caution that they should be regarded as 
tentative indications. One such indication 
is that a large Sunday newspaper can be well 
read if the content is good. The ranking of 
the ten sections with respect to frequency of 
readership varies for men and women, except 
that the rotogravure section ranks first with 
both sexes. Men preferred the colored pages 
while women favored black and white. Pref- 
erences for right and left hand pages varied 
for men and women. 

Comparisons between readership of both 
editorial matter and advertising were made 
with a readership survey that had been con- 
ducted three and a half years before, covering 
a weekday edition of the Mi/waukee Fournal. 
Readership of editorial matter in the Sunday 
paper, as compared with the earlier weekday 
paper, varied by departments. However, ad- 
vertising was consistently better read in the 
Sunday paper than in the weekday paper 
previously surveyed. 


1.3 McCall Corporation 


The Third Qualitative Study of Magazines 
was scheduled to be issued sometime in Sep- 
tember. This study is part of a continuing 
series. 


1.4 Consumer Contests Are Back in a New 
Selling Role. Harold E. Green, 
Printers’ Ink, July 12, 1946. 

Consumer contests are being relied on to 
overcome buying inertia resulting from infla- 
tionary prices, unsatisfactory substitute 
items, material shortages, and many other 








186 


THE JOURNAL OF MARKETING 





factors which tend to slow down the rate of 
consumer buying. Estimates indicate that 
40,000 contests, with prizes totaling $7,500,- 
000, drew in the neighborhood of 28 million 
entries in 1940. 

“In the future . . . the impact of individ- 
ual contests will have to be heavier than ever 
before . . . first, to induce widespread use or 
sampling of new or improved products— 
when supplies are adequate, second, to meet 


to different types of product pictures; page- 
size, color, and binding preferences for cata- 
logs; and so on. 


1.6 University of Chicago 


The Effects of Frequency and Continuity in 
Advertising. Roberts, Harry V.; Master’s 
report; in progress. 


1.7 Wage Earner Views on Advertising. 
(New York: McFadden Publications, 


SuMMARY OF BRAND KNOWLEDGE AND DEALER INFLUENCE 











- est > thd Average No. Percentage Per Cent Who | Per Cent Who 
Sm Including Mis. of Brands Mentioning Go to Store | Accept Dealer's 
identifications Known Per Leading Because of Recommenda- 
(per cent) Woman Brand Brands tions 
Furniture §1.1 1.0 17.6 20.2 65.5 
Mattresses, Springs and 
Studio Couches 96.0 8.g 86.1 64.6 39.0 
Carpets and Rugs 66.2 1.0 27.7 39.0 50.9 
Linoleum 78.4 I.1 $2.7 37.8 56.6 
Drapery and Upholstery 
Fabric 13-5 2 3-7 5.7 70.3 
Lamps 28.9 4 17.6 9-9 73-7 
Curtains 33-9 5 53.3 11.9 69.5 
Radios 99.6 3.4 71.7 67.5 25.3 




















competition not only from established com- 
panies but also from many newcomers... , 
third, to pave the way for greater distribu- 
tion and more sales when products are again 
available in quantity.” 

The article contains tabulated information 
on contest types and lengths, as well as sum- 


maries of the kinds and numbers of prizes 
offered. 


1.5 Tide Reports on Direct Mail. Tide 
(various issues). 


Beginning with the January 11, 1946, issue 
Tide presents every month a two-page report 
on the results of an original continuing field 
study of direct mail advertising to business 
executives that is being conducted by Ed- 
ward Stern and Company. The scope and 
method were explained in the first report. 

The reports have presented findings vari- 
ously upon such significant points as: pre- 
ferred size of mailing piece; preliminary at- 
traction power of subject-matter, layout, 
illustration, color, and other features; types 
of illustration preferred; executive reactions 


Inc., 1946, pp. 7) 

More than half of the women and about 
three-fifths of the men covered by this survey 
believe that advertising adds to the costs of 
the things they buy. Although there has been 
some objection to billboard advertising, 
about seventy per cent of the respondents 
did not want it removed. 


1.8 Consumer Survey of Brand Preferences 
in House Furnishings. (New York: 
Home _ Furnishings Merchandising, 
1946, pp. 58.) 

The essential findings of this study (men- 
tioned in THE JOURNAL, July, 1946, No. 1.6) 
are shown in the summary statistics given 
below. 


The Leading Sources from which Women 
Get Home Furnishings Suggestions 


Per Cent 
1. Magazines 79 
2. Homes of friends or relatives 56 
3. Store windows 46 
4. Store model rooms 40 
5. Newspapers 34 
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6. Radio 23 
7. Interior decorators 18 


The types of stores preferred by the re- 
spondents when purchasing the various lines 
are also given in the study. The findings are 
based on personal interviews of 505 house- 
wives of middle income classes in New York, 
Philadelphia, Boston, Cleveland, Detroit, 
St. Louis, Atlanta, New Orleans, Dallas, and 
Richmond. 


1.9 Pantry Poll: A Continuing Consumer 
Panel Survey of Grocery Brands. 
No. 3. (Chicago: Chicago Times, 
April, 1946, pp. 36.) 

The third poll was made during the period 
of April 5-25, 1946, and covers the same 
ground as the prior one. (See THE JOURNAL, 
July, 1946, No. 9.1.) 


1.10 Ooms Seeks ‘‘Trademark Census” to 
Aid Business. Stanley E. Cohen, 
Advertising Age, June 3, 1946. 

In an attempt to find a way to equip the 
government with an up-to-date index of all 
the trademarks that are in use, Patents Com- 


missioner Casper Ooms suggests a census of 
trademarks. He believes that such an index 
“would be of immeasurable value to would- 
be trademark users who need a quick, inex- 
pensive way of checking to determine 
whether their proposed mark infringes one 
already in use.” 


The Commissioner believes that Patent 
Office protection and services for trademark 
owners will make a big leap forward if Con- 
gress completes action on the Lanham bill. 
The specific changes that would follow from 
enactment of the Lanham bill would be: 

1. After five years of continuous use, a 
registered mark becomes incontestable. If 
the courts or the Patent Office find that it is 
wholly or partially defective, they may pre- 
scribe remedies such as simultaneous use in 
limited territories. 


2. Registration of “secondary” marks 
with geographic or descriptive meanings will 
be allowed. Words like “Ford” or “Phila- 
delphia cheese,”’ never previously register- 
able, would become accepted under rules 
which the Patent Office muts draw up. 


3. “Certification” marks, such as the 
Good Housekeeping seal or the American 
Medical Association seal would be register- 
able, although under the Senate version of 
the bill they would not become incontestable, 
and they would be canceled if the owner en- 
gaged in manufacturing activities. 

4. Trademarks could be “licensed” to 
those producing a product under the holder’s 
supervision, or distributing it under his di- 
rection. An important shift in the legal stand- 
ing of marks, this recognizes that the iden- 
tity and integrity of the product is decisive, 
rather than the personal identity of the 
manufacturer. 

5. Another important new legal concept 
is the assignment of trademarks without sale 
of the entire business. Based again on the 
identity of product rather than on identity of 
manufacturer, it enables a trademark user 
to split up his business by assigning the mark 
for a particular commodity to other firms 
interested in acquiring production or terri- 
torial rights. 

6. By establishing a “‘supplemental regis- 
ter,” exporting firms can acquire legal title 
for marks not registerable here, but register- 
able in the foreign countries where the ex- 
porter operates. Since most foreign countries 
require that an export mark be registered in 
the nation of origin, American firms that 
were not allowed to register geographical 
and other marks here had no title to enforce 
in other countries where they were doing 
business. 

Although the Lanham bill is a considerable 
improvement over the past status, additional 
legal and administrative protection is needed. 
Those readers who are interested in trade- 
marks will find this particular article inter- 
esting. 


1.11 Cutting Packaging Costs. (New York: 


American Management Association, 
1945, pp. 28.) 


This bulletin is composed of four papers 
dealing with various aspects of packaging 
costs. The first paper discusses the preven- 
tion of damage claims, the second describes 
a device for evaluting the cushioning of a 
given packaging system, and the third points 
out the economies which are possible by us- 
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ing standardized handling equipment. The 
fourth paper discusses the advantages of 
complying with the package specifications 
which were established by the Army. 

In connection with the discussion of con- 
tainers, it is stated that “the size of the ship- 
ping container should be determined first, 
by considering the best possible utilization 
of the available stowage and transportation 
cube. The cell size is then determined from 
the dimensions of the shipping container. 
Finally, the merchandising men design the 
bottle to fit the cell.’”” There are merchandis- 
ing men who would take an opposite stand 
on this point. 


2. SELLING—PERSONAL 


2.1 Suggested Outline for Preparing a Credit 
and Collection Manual for Salesmen. 
(New York: New York Credit Men’s 
Association, pp. 8. No date.) 


A rudimentary outline of the more essen- 
tial factors which a salesman should know 
about his company’s policies on credit and 
collections and the importance of credit con- 
trol in the operation of all business enter- 
prises. Topical heads, under each of which a 
number of suggestions appear, are: Relation- 
ship Between Credit and Sales Departments, 
Your Company’s Credit Policy, Broad Prin- 
ciples Underlying Credit, Value of Financial 
Statements, Terms of Sales, New Accounts, 
Old Accounts, Collections. 


3. INDUSTRIAL MARKETING 


3-1 Specification for the Design, Fabrication, 
and Erection of Structural Steel for 
Buildings (Riveted, Bolted and Arc- 
Welded Construction). Revised Feb- 
ruary, 1946. (New York: American 
Institute of Steel Construction, 1946, 
pp- 31.) 

A revision of the original 1936 specifica- 
tions that incorporates the tentative stand- 
ard specifications (arc and gas welding) of 
1942 and a few other changes. Available in 
pamphlet form from the Institute and also 
to be incorporated in its forthcoming Manual 
of Steel Construction. 


4. MARKETING FARM PRODUCTS 


4-1 Department of Agriculture: Production 
and Marketing Administration 


4.1.1 The results of certain phases of the 
program of research on the standardization 
and marketing of cotton are presented in two 
publications issued recently by the United 
States Department of Agriculture. 

Miscellaneous Publication 580, entitled 
Color Measurement and Its Application to 
the Grading of Agricultural Products, by Dor- 
othy Nickerson, is a fully illustrated hand- 
book of 62 pages designed to serve those in- 
terested in grading problems as a general 
introduction to color measurement and to the 
techniques of disc colorimetry. The presen- 
tation is based on nearly 20 years of work in 
the United States Department of Agricul- 
ture, where the method of disc colorimetry 
was first applied with instruments developed 
for measuring color in cotton, hay, and meat. 
Most of the work in recent years has been 
concerned with color measurement of raw 
cotton, both in connection with the official 
cotton grade standards and with other 
economic and technological problems related 
to cotton and its color, including the color 
distribution of cotton in each cotton crop, 
changes in color due to field exposure, and 
stability of color under storage. 


4.1.2 Circular 736 entitled The Packaging of 
American Cotton and Methods for Improve- 
ment, by Wright, Gerdes, and Bennett, con- 
tains an analysis of the engineering and eco- 
nomic problems associated with the packag- 
ing of raw cotton. Data are presented on 
comparative costs and the advantages of 
alternative methods of packaging this com- 
modity. 


4.1.3 Preliminary surveys of wholesale fruit 
and vegetable markets by the Department of 
Agriculture are nearing completion for pro- 
posed markets in New Haven, Connecticut, 
Columbus, Ohio, and Tampa, Florida. Re- 
ports based upon the surveys will include 
recommendations from the Production and 
Marketing Administration’s Marketing Fa- 
cilities Branch as to market sites, space re- 
quirements, building layouts, and probable 





— nae te ee ae 


eee Oe Game. 88 St &e 5 qj) $joee ane 


- ee kee UCU 


meme 06 elhUrmlUcelUMlC MCU UCU CO? oe 


tion 


the 
tion 
two 
ited 


tled 
n to 
Dor- 
and- 
e in- 
1eral 
» the 
-sen- 
rk in 
icul- 
etry 
oped 
neat. 
been 
raw 
ficial 
other 
lated 
color 
crop, 
and 


ng of 
rove- 
-con- 
| eco- 
ckag- 
d on 
es of 
com- 


fruit 
nt of 
P pro- 
ticut, 
. Re- 
clude 
1 and 
g Fa- 
ce re- 


bable 





THE FOURNAL OF MARKETING 


189 





sources of revenue. Surveys are under way 
in other communities, undertaken at the 
invitation of local committees interested in 
providing a wholesale fruit and vegetable 
market with adequate facilities. 

William C. Crow, Director of the Market- 
ing Facilities Branch, reports widespread 
interest in improving existing wholesale 
markets. At present, the fresh fruit and 
vegetable industry is handicapped by out- 
moded and inadequate terminal markets. 
Mr. Crow points out that most of the ter- 
minal markets were built from 50 to 100 
years ago. Most of them have poor rail and 
highway connections, are crowded, and lack 
modern accommodations. Such conditions 
increase the cost of marketing fresh food. 

The Marketing Facilities Branch receives 
requests to help plan better markets from 
farm organizations, civic groups, state 
agricultural officials, and food distributors. 
If local groups are interested in providing a 
better market, Marketing Facilities Branch 
personne] determine by survey what type of 
market facilities the community needs. This 
is followed by a detailed study of local 
market conditions. Department engineers 
compare and survey possible market sites; 
architects make preliminary layout plans of 
the market structures; and specialists esti- 
mate the cost of the various market layouts. 
All of this information is compiled in a formal 
report, which is submitted to local groups 
sponsoring the market. Then, if needed, the 
Marketing Facilities Branch will advise on 
financial, legislative, and management mat- 
ters that may arise. 


4.1.4 Canadian marketing officials and fresh 
food handlers of Toronto have started mak- 
ing plans to improve the Toronto wholesale 
food market center. The Canadian legisla- 
ture has established a public corporation to 
build the market facility. The corporation 
owns land for the market site, and the Cana- 
dian Government will guarantee the obliga- 
tions of the corporation. An adequate fresh 
fruit and vegetable market in Toronto inter- 
ests American growers and shippers because 
more than half of the fresh fruits and vegeta- 


bles sold in Toronto come from the United 
States. 


4.2 University of Chicago 


The Relationship by Regions between Feed 
Production and Consumption and Livestock 
Production in the United States. Lorie, James; 
Ph.D. thesis; in progress. 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 Survey of Presidents and Sales Man- 
agers of Leading National Advertisers 
With Regard to Their Evaluations of 
Rural Sales and Methods of Develop- 
ing Rural Markets. (Washington: 
National Institute of Farm Opinion, 
1946, pp. 7-) 


Thirty-six and one-half per cent of the 
respondents did not believe that their com- 
pany obtained adequate information con- 
cerning its potential farm and small town 
markets. Of the types of additional data 
needed, 13.8 per cent of this group men- 
tioned “surveys of rural and small town 
markets,”’ and 12.3 per cent, “data on buy- 
ing habits and trends, consumer habits and 
potential consumption,’’—although 43.5 per 
cent did not reply to this question. While 
over one-third of the respondents stated that 
their company’s distribution methods would 
permit the classification of sales as urban and 
rural, only about 11 per cent do so, although, 
of those not doing so, some 13 per cent 
thought it to be desirable. 

Over half of those answering the questions 
stated that their company planned greater 
development of farm and small town sales, 
largely by means of adopting definite com- 
pany policy promoting such sales that would 
provide for more specialized advertising and 
merchandising, distribution facilities, and 
personnel. Only 6.6 per cent of the respond- 
ents stated that their company had an as- 
sistant sales manager in charge of such sales; 
and only 2 per cent of the others indicated 
their companies planned to make such an ap- 
pointment. 

The size and character of the sample upon 
which these findings are based is unfortu- 
nately not given in the report. 
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7.2 Research Showed This Industry Sales 
Limiting Factors. E. J. Cunningham, 
Printers’ Ink, May 17, 1946. 


The Hat Research Foundation has launched 
an industry-wide campaign to sell hats to 
American men. Factors limiting sales were 
revealed in consumer and retailer surveys 
precedent to the current campaign. The 
principal factors were: (1) the lack of posi- 
tive sales effort on the part of retailers, and 
(2) the custom among men of relying on 
one-hat wardrobes throughout an entire 
season. As revealed by the survey, the most 
important reason for a man’s buying a hat is 
change of season. 

The campaign plans a year-round sales 
promotion program and includes national 
advertising, sales promotion kits, and two 
“research” booklets, one to give retailers 
pertinent information on the profitableness 
of hat sales, the other to afford a study of 
customer buying habits which should be 
helpful in instructing retail hat salesmen. 


7.3 Department of Agriculture: Production 
and Marketing Administration 


A study of ice cream marketing, based upon 
data obtained during the operation of War 
Food Order No. 8, has been undertaken 
by the Research and Analysis Division of 
the Dairy Branch. For several years prior 
to the war, ice cream production was expand- 
ing rapidly and new developments in proces- 
sing and distribution characterized the 
industry. 

The projected study is intended to provide 
a statistical summation of the status of the 
industry immediately before it was subjected 
to wartime limitations and to trace changes 
that occurred during the period of regulation. 
Particular attention will be given to the im- 
portance of frozen dairy foods as market 
outlets for milk solids and to the relative im- 
portance of the numerous different methods 
employed in processing and distributing ice 
cream. 

An analysis of data and information avail- 
able as a result of War Food Order No. 79, 
which limited sales of fluid milk and related 
products, is under way. This project is ex- 
pected to measure the wide variations be- 


tween cities and sections of the country in 
the per capita consumption of fluid milk on a 
more uniform basis than has heretofore been 
available from isolated studies by different 
investigators. 


9. CONSUMER STUDIES 


9.1 Housewives Prefer Prepackaged Prod- 
uce. Charles W. Hauck, Bimonthly 
Bulletin of the Ohio Agricultural Ex- 
periment Station, May-June, 1946. 


In what has come to be popularly known 
as the “Columbus Prepackaging Experi- 
ment,” a mechanized air-conditioned pack- 
ing room and cold storage room were set up 
in the warehouse of a large chain that serves 
its Columbus, Ohio, stores with fresh fruits 
and vegetables. Several stores were outfitted 
to handle the prepackaged fruits and vegeta- 
bles. The experiment started early in 1945 
and is still in process. 

The preliminary findings indicate that 
“most of the extra costs have been met by 
savings at various points, by extension of 
the “shelf-life” of these perishables, and by 
increases in sales volume.” Reduction of 
weight and bulk freight and drayage ex- 
penses, and produce department labor have 
been important economies. But the major 
source of savings perhaps lies in the lengthen- 
ing of the period of time the products retain 
their peak of quality and appearance—from 
the ordinary period of a few hours to a day 
or two, to at least five days for most items, 
and to two or three weeks for some. The 
30, 40 and Soper cent waste due to spoilage of 
bulk produce is almost entirely eliminated. 

Furthermore, customer surveys show a 
remarkably favorable reaction to the pre- 
packaged produce (87 per cent preferred it). 
Better quality and appearance, more sani- 
tary, speedier shopping, and better “keep- 
ing” qualities after purchase were the most 
important reasons given by the five stores’ 
patrons for preferring the prepackaged items 
to bulk produce. The principal objections to 
this sort of produce service were that some 
packaged units were too large, and that the 
quality of packaged produce was not depend- 
able. Professor Hauck offers some pointed 
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cautionary remarks concerning the latter 
objection. 


9.2 Changing Pattern of Food Preparation of 
Small Town Families in Mississippi. 
Dorothy Dickins. (State College, 
Miss.: Mississippi State College Agri- 
cultural Experiment Station, Bulletin 
415, May, 1945.) 

Data on new dishes tried during the report 
year (1943) for 1,158 families in four small 
towns in the two soil areas, the Delta Area 
and the Short Leaf Pine Area, and also infor- 
mation on the source of the suggestion of the 
new dish tried by the families. The replies 
are classified according to certain categories, 
such as desserts, vegetables, meat and meat 
alternates, salads, fruits, etc., and statistical 
tabulations have been made on the basis of 
4 rent-groups of white families, and 2 of 
negro families. 

“The main trend in new desserts was an 
increase in the use of fruit desserts’ (six 
specific types are given). “Ground beef was 
the meat from which more new dishes were 
made than any other. ...” The tables dis- 
close the interesting fact that friends, family 
members, relatives, home economists, and 
other such non-commercial personal sources 
of suggestions were far nore important than 
receipes from magazines, cookbooks, and 
newspapers, “advertising material,’ and 
store clerks during this war year for this 
limited group of families. 

While the war date and the restricted cov- 
erage of this particular study limit its prac- 
tical usefulness, the bulletin states that the 
report is only the first of a planned series. 
Certainly marketing men need to know more 
about what happens after, as well as before, 
the consumer purchases goods and should 
welcome further studies of this nature. 


9.3 Sales and Consumer Acceptance of Cer- 
tain Dehydrated Vegetables in Grand 
Rapids, Michigan. James C. Moore. 
(Washington, D. C.: Farm Credit 
Administration, May, 1946, pp. 32.) 


With quality and price controlled, cer- 
tain dehydrated vegetables were distributed 
through regular channels to stores in Grand 


Rapids. Forty-five test stores were selected 
to give a representative cross-section of the 
various communities within the city. Data 
are presented, based on this test set-up for 
consumer acceptance of the given dehy- 
drated vegetables, influence of income upon 
sales, the probable place of such products in 
home and camp, and some of the costs asso- 
ciated with promoting the new product. 
Illustrative of the many significant findings 
of the report is the fact that 43 per cent of 
a sample of 500 persons who bought one or 
more of the dehydrated vegetables purchased 
twice, and 13 per cent purchased more than 
5 times. “Thus it can be assumed that about 
one out of eight purchasers might be steady 
customers for these products.” 


9.4 Average Food Expenditures of Midwest 
Families. (New York: Midwest Farm 
Papers, Inc., April 8, 1946, pp. 10, 
multigraphed.) 


The most recent release of the continuing 
study of the food purchases of 80 city and 80 
farm families in 8 midwest states (see item 
9.1, p. 402, of THE JouRNAL’s April, 1946 
issue), covering the 8 months, May—Decem- 
ber, 1945. 

Interesting estimates of the total potential 
market among midwest farm families for 10 
groups of food products, based upon these 
findings, have been made by Professor Ro- 
land S. Vaile and can be obtained from The 
Farmer, Saint Paul 2, Minnesota. 


9.5 Drug Products Survey. (New York: 
The American Legion Magazine, 1946, 
PP. 34, mimeographed.) 


Based on 5,000 direct mail questionnaires 
sent to World War II veterans. (See THE 
JOURNAL, July 1946, No. 9.2, for a review of 
a magazine report on this survey.) 


9-6 Behind the Blue Prints. Better Homes 
and Gardens. (Des Moines: Meredith 
Publishing Company, 1946, pp. 45.) 


Based on a representative geographical 
cross-section of 3,000 returns of a mail ques- 
tionnaire from families definitely planning 
to build, this study measures the homes 
they are going to build against their prewar 
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homes and reveals why they want the fea- 
tures they do in their new homes. 

Questions such as these are answered: How 
far along is the planning? Around what ac- 
tivities will their homes be built? How will 
they differ from their present homes? How 
much do they expect to spend for their 
homes? Which new features will their homes 
include? 

Some interesting high lights: larger homes 
with eating facilities in two rooms are 
wanted; one-story or a story-and-a-half is 
preferred; half of the families will spend over 
$7,300 for the home; a storage wall of cup- 
boards and closets, and large picture win- 
dows are demanded. 


9.7 Curtis Publishing Company 


The Saturday Evening Post Aviation Sur- 
vey, recently completed by the Research 
Department, covers three broad phases of 
the Aviation Industry: opinions of the public 
on some national policy questions of vital 
interest to the entire aircraft industry, atti- 
tude of the public toward travel by airlines, 
attitude of the public toward owning and 
operating private planes. 

The scientifically conducted cross-section 
poll represents a population of approxi 
mately 48,000,000. Personal interviews were 
held with an equal number of men and wom- 
en over 18 years of age whose minimum 
annual income in cities under 50,000 was 
$1,500 and in cities over 50,000, at least 
$2,000. Non-white, and men and women in 
the military services, were excluded. 

Results of this survey show that the over- 
whelming majority of the American people 
believe this country should maintain a strong 
military force as an aid to insuring peace and 
are convinced that the Air Force is the most 
important branch of the armed services. 
Approximately 96 per cent think that the 
Government should spend money to keep 
up-to-date on aircraft research, invention, 
and development. 

Enthusiastic acceptance of air travel was 
indicated. Asked whether they had ever 
taken an airplane ride, 40.6 per cent an- 
swered, yes; and of these, 94.1 per cent said 
they had enjoyed it. Fourteen and two- 


tenths per cent had traveled by airline planes, 
while in the postwar period some 45.8 per 
cent planned to travel by airlines. 

The survey revealed that the public is 
also enthusiastic about private flying. One 
out of three interviewed would like to owna 
plane, and one out of every 14 is definitely 
planning to buy one. 


9.8 Reaction of the Public When News- 
papers are Denied Them. (Phila- 
delphia: Research, Inc., 1946, pp. 14.) 


During the recent strike of newspaper de- 
livery men in Philadelphia, Research, Inc., 
interviewed 2,363 persons to find out how 
much people missed their paper, how their 
shopping was affected, to what extent radio 
supplied the need for news, and what news- 
paper, if any, was substituted for the one 
read regularly. 

Seventy-three per cent missed their daily 
newspaper “very much”; 7.5 per cent, 
“moderately”; 6 per cent, “slightly”; and 
13.5 per cent, “not at all.” 

About 18.5 per cent said that the absence 
of their “regular” newspaper affected their 
shopping. The reason given by the bulk of 
this group (93 per cent) was that they liked 
to read ads before shopping. About one-half 
of the respondents said that the radio was 
“completely fulfilling’ their need for news. 
For the other half, the three most important 
reasons given for the failure of radio to com- 
pletely fulfill the need for news were: (1) not 
in a position to listen to radio (28 per cent); 
(2) more information in newspaper (23 per 
cent); (3) radio gives headlines only (18 per 
cent). 


9.9 Effect of Wartime Housing Shortages 
on Home Ownership. Monthly Labor 
Review, April, 1946. 


According to estimates made by the Bur- 
eau of Labor Statistics, the proportion of 
dwellings occupied by owners in the non- 
farm areas of the United States increased by 
15 percent between April, 1940 and October, 
1944, reaching an all time high of 47 per 
cent of the total nonfarm dwellings. In 122 
cities surveyed by the Bureau of Labor 
Statistics since September, 1944, the median 
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increase in owner occupancy over 1940 was 
28 per cent, with one-fourth of the cities hav- 
ing an increase greater than 36 per cent. 

The increase in home ownership exceeded 
50 per cent in eight cities: Wilmington, 
N. C., Dallas, Tex., Winona, Miss., Kansas 
City, Mo., Norfolk, Va., Rifle, Colo., At- 
lanta, Ga., and Ashland, Ky. Much of this 
increase in owner occupancy was supplied 
by units withdrawn from the rental market, 
because new house construction was cur- 
tailed during the period of the war. 


10. COST OF MARKETING 


10.1 Dun and Bradstreet, Inc. 


10.1.1 A report was presented by the Mar- 
keting and Research Service to the National 
Retail Furniture Association (Chicago) in 
December embodying the results of two 
studies undertaken at the request of the 
Association for use in discussions with OPA. 

One of these studies consisted of an exten- 
sive mail survey (6,251 questionnaires, 1,351 
returns) aimed at obtaining estimates from 
furniture retailers of the 1944-1945 trend of 
certain operating and expense items. The other 
was an intensive inquiry to determine the 
effect, in so far as it could be estimated, of 
the proposed profit ‘“‘squeezes’’ on the opera- 
tions of a small number of selected furniture 
stores. 


10.1.2 An operating and financial ratio sur- 
vey, entitled, Commercial Refrigeratior Deal- 
ers, Operating Experience, 1941 and 1945, was 
completed in May by Dun and Bradstreet’s 
Marketing and Research Service. It was 
sponsored by the Commercial Refrigerator 
Manufacturers’ Association, Chicago, and 
was made to provide standards of profitable 
operation for the dealers and distributors in 
this trade. The study was based on the 1941 
and 1945 records, obtained by mail ques- 
tionnaires, of 107 dealers in commercial re- 
frigeration. 


11. FOREIGN TRADE 


11.1 The International Economic Position of 
New Zealand. George Hay Brown. 
(Chicago: University of Chicago 


Press, Studies in Business Adminis- 
tration, Vol. 16, Nos. 1 and 2, April, 
1946, pp. xii, 195.) 

This study covers the interwar period, 
1920-1938. The author makes a contribution 
to clarification of the significance of interna- 
tional trade fluctuations through critical 
examination of economic thought in foreign 
trade theory. He has discovered, however, 
that small notice had been taken of the type 
of development illustrated by the New 
Zealand experience. 

The New Zealand economy is character- 
ized by high value per capita exports and 
imports and by the high degree of specializa- 
tion in agricultural and pastoral production. 
Both facts are amazing since the entrepdét 
trade of the country is relatively small. 

Various factors enhance the flexibility 
with which economic and political policy 
may be shifted in New Zealand. For example, 
the attempts of the Coalition government 
(1931-1935) to stabilize the country’s in- 
ternational transactions and the inflationary 
policies characterizing the administration of 
the Labor government (1936-) offer illus- 
trations of widely differing policies, one based 
on measures to restore equilibrium between 
external and internal prices, the other based 
on deficit financing of public works and 
governmental assistance in reducing unem- 
ployment, price guarantees for favored prod- 
ucts, price control, and, eventually, import 
and exchange control. 

The policy of financial isolation (the 
author calls it insulation) pursued by the 
Labor government contemplated that long 
term governmental borrowing could be ac- 
complished wholly within New Zealand. This 
required the use of public credit through the 
Reserve Bank, led to inflation of domestic 
prices, which in turn, encouraged imports, 
the draining off of New Zealand’s London 
balances, and the inevitable depreciation of 
New Zealand currency. The author takes 
the position that the imposition of import 
controls and the restriction on the export 
of capital are defensible if compared with 
“such alternatives as internal deflation or 
the further depreciation of the currency.” 

“The most striking step in the field of in- 
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ternational economic policy was the attempt 
to work out reciprocal trade agreements in 
such a way that imports and exports to each 
country would exactly balance. ... There is 
much that can be said in criticism of a policy 
of bilateral trade agreements aimed at bal- 
ancing imports from and exports to indi- 
vidual countries....The terms on which 
agreements can be negotiated are influenced 
by demand factors and conditions of supply, 
and, unless depressions are eliminated, tech- 
nological change arrested, and freedom of 
choice overruled, there is no way of avoiding 
the repercussions of these changes so long 
as a nation is engaged in international trade. 
The incidence of the burden of adjustment 
to these changes may be affected by the 
reciprocal trade agreements, but there is no 
way of avoiding all the risk... . The final 
answer to the problem of formulating appro- 
priate governmental policies lies in a careful 
comparison of the experiences of different 
countries in meeting depressions of similar 
origins and magnitudes. . . . The analysis of 
the New Zealand situation presented in [the 
present monograph] will prove useful in 
achieving this further objective.” 


11.2 Basic Consumer Study Planned for 
Argentina. Advertising Age, July 8, 
1946. 


This is an announcement of the first 
thorough basic consumer study of a foreign 
market. The plan called for its initiation in 
Buenos Aires on about the middle of Sep- 
tember. The study, planned by the Export 
Advertising Association, will seek primarily 
to evaluate the sales potential of the market 
for both consumer and durable goods. As 
secondary operations, the study will attempt 
to adapt American methods to a Spanish- 
speaking country, and will see what modifi- 
cations, if any, must be made in basic re- 
search procedure. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 Liquidation Record of Wisconsin Credit 
Unions. Eli Shapiro, Journal of Busi- 
ness, April, 1946. 


A study of the liquidation of credit unions 
in Wisconsin from 1923 to 1940. The author 
explains the reasons for the prominent posi- 
tion Wisconsin has occupied in the credit 
union movement, which adds significance to 
this study. Wisconsin has provided procedure 
for the liquidation of credit unions since the 
varying need for a specified union may make 
its continuance unnecessary. 

In 60 per cent of the unions liquidated in 
Wisconsin from 1923 to 1940, members 
realized 100 per cent or more of the amount 
due. In nearly 20 per cent of the remaining 
liquidations 80-100 per cent of the amount 
due was realized. The rest of the liquidations 
paid members less than 80 per cent of the 
amount due them, although the total losses 
were small. 


14. RETAILING 


14.1 Store Service Survey. (Toledo: Owens- 


Illinois Glass Company, pp. 9. No 
date.) 


The study is based on a survey of Home 
Makers Guild of America’s panel of house- 
wives and was apparently made just prior to 
the cessation of hostilities. It shows that 
77.1 per cent of the housewives preferred to 
buy all their food and grocery needs in one 
store. The most decided preference for the 
large supermarket was shown in the purchase 
of groceries, frozen foods, fresh fruits and 
vegetables, and wax and polishes; for the 
neighborhood grocery, in the purchase of 
bakery goods, carbonated beverages, and 
meats. 

Somewhat over one-half the housewives 
bought all of their food requirements for the 
entire week on one day, almost four out of 
five preferring either Friday or Saturday— 
the most popular shopping days by far for 
all of the housewives. It is interesting to 
learn that nearly one-half of the women 
would like the large supermarket to provide 
carry-out help, and about one-fourth would 
like it to extend daily delivery and phone 
service. One-half would be willing to pay for 
delivery, 10-15 cents being mentioned nost 
often as the sum. 

Two out of five of the women in this panel 
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do not depend on advertising for food and 
grocery shopping ideas, and 31.6 per cent 
refer to advertisements only for price infor- 
mation. Seventy-six per cent of the panel 
preferred newspapers as an advertising me- 
dium; 15.1 per cent, handbills; and 8.7 per 
cent, radio. Somewhat over 40 per cent pre- 
ferred to receive information on Thursday, 
and slightly more than 24 per cent, on 
Friday. 

Other interesting data are contained in the 
report, which also provides information on 
the composition of the panel as a national 
cross-section. 


14.2 Men’s Toiletries Manufacturers. Re- 
lease No. 1, pp. 13. Men’s Toiletries 
Survey: Men’s Apparel Stores, New 
York City. Release No. 2, pp. 23. 
Men’s Toiletries Survey: Men’s Ap- 
parel Stores Nationwide Study. Re- 
lease No. 3, pp. 31. (New York: 
Esquire, May, 1946, December, 1945, 
and February, 1946, respectively.) 


Release No. 1 consists of a compilation of 
brands of men’s toiletries (generally exclud- 
ing the regular style shaving creams, hair 
tonics, and hair dressings) and their manu- 
facturers. To the reviewer’s knowledge, it is 
the only available comprehensive list of its 
kind. 

Based on interviews with the managers or 
owners of all men’s apparel stores located 
between Lexington and Eighth Avenues, 
and between 57th and 34th Streets, Release 
No. 2 states, among other things, that 15.4 
per cent of the 272 stores sell men’s toiletries, 
47.6 per cent of these having carried them for 
over a year. Well over one-half carry more 
than one brand, L’Orle being the leading 
brand in sales volume, followed by King’s 
Men. Somewhat over one-half of “all 
toiletries” bought are purchased by men. 

In the nationwide study, mail question- 
naires were sent out during the first week in 
December, 1945, to a selected list of retailers 
in “men’s clothing, men’s furnishings, and 
other stores which carry men’s and women’s 
apparel”’ located in 45 states, of which some- 
what more than 750 returns were received. 
Forty-eight and a half per cent of the re- 


spondents carried men’s toiletries and 5.5 
per cent had already planned to stock them. 
Almost 60 per cent of the stores handling 
these lines had carried them for more than a 
year. As in the case of the New York City 
study, well over one-half of the stores carry 
more than one brand. L’Orle is most fre- 
quently mentioned as the best selling brand; 
Seaforth is second, and Sportsman is third 
in the frequency ranking. An average of 
35.6 per cent of “all toiletries” are purchased 
by men themselves. Data on numerous other 
merchandising aspects of men’s toiletries are 
presented in this third release. 


14.3 1945 Departmental Merchandising and 
Operating Results of Department 
Stores and Specialty Stores. (New 
York: Controllers’ Congress of the 
National Retail Dry Goods Associa- 
tion, 1946, pp. 56.) 

For the store as a whole, the drop of 0.3 
per cent in gross margin from that of 1944 is 
accounted for by a similar percentage de- 
crease in cumulative markon. All other store 
merchandise cost items remained fairly con- 
stant. For the first time since 1939, sales re- 
turns showed an increase (6.0 per cent com- 
pared to $.7 per cent) over the prior year; 
and the drop in gross margin mentioned 
above was the first since 1938. Markdowns 
remain low (4.5 per cent), while turnover hit 
an all-time high of 4.9. Data on transactions 
per square foot of selling space (21) and per 
salesperson (7,851) are given for the first 
time in this series. 

Comparisons of the performance of 15 
major departments in 1939, 1944, and 1945 
show some interesting and important changes 
even for the short two-year span. The usual 
detailed tables on merchandising and operat- 
ing results by individual departments make 
up the bulk of the study. 


14.4 Opening the New Store. C. W. Mula- 
ney, Chain Store Age, July, 1946. 


The author describes in considerable de- 
tail how Walgreen Drugstores open a new 
store. He starts with a description of the 
three-week preliminary job which precedes 
the opening of the store, tells how the open- 
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ing stock orders are arrived at, how the 
requisitions for porter’s supplies, wrapping 
paper, etc., are made, describes in general 
the lay-out for merchandising of interior 
displays and window displays plus the place- 
ment of fixtures, presents information on how 
advertising media are selected and the appro- 
priation arrived at, and gives some pointers 
on the final installation of equipment and the 
organization of the store. He also mentions 
some of the rough spots which are ironed out 
at the very last. 

Teachers of retailing may find this a very 
practical article for illustrative purposes. 


14.5 Department Store Methods in the 
Chain Store. H. B. Klein, Chain 
Store Age, June, 1946. 


In this article the author describes how 
he put to use in a chain of book, stationery 
and office supply stores the primary lessons 
learned from several years’ experience in 
buying for, and merchandising, complete 
departments in metropolitan department 
stores. Among the department store lessons 
applied to this chain of stores and dis- 
cussed in this article are: I. maximum pro- 
motion of wide-appeal merchandise; 2. train- 
ing salespeople as specialists in departmental 
selling and operations; 3. consistent use of 
coordinators working between buyers and 
outlets to maintain high turnover and to cut 
shrinkage. 


14.6 Chains Gear To Meet Traffic Problems. 
N. W. Putnam, Chain Store Age, 
May, 1946. 


The author calls attention to the fact that 
efficient store operation of any magnitude, 
regardless of field, cannot exist without a 
continual flow of merchandise gathered from 
many sources and localities into local units. 
Costs of such delivery, borne by the retailer, 
must be minimized or profits shrink. Many 
tendencies today threaten the economical 
movement of goods into chain stores. 

The article points out that the transporta- 
tion outlook is a gloomy one and discusses 
the problems which must be solved if ship- 
ping costs are not to affect merchandising 
profits seriously, especially if one assumes 


continued frozen retail prices on merchan- 
dise. 


14.7 How Traffic Counts Can Yield Results. 
Chain Store Age, July, 1946. 


For a number of years, the large chains 
which formerly relied heavily on traffic 
counts gave up using them. Also, there has 
been a trend toward the reliance on analyzed 
traffic counts, i.e., counts checked for quality 
as well as quantity and very carefully timed. 

This article points out that the traffic 
count is being done more and more widely by 
all types of chains, not only in connection 
with selected locations but also for checking 
competition and as an aid in planning store 
layouts, hours, and merchandising programs. 
It is the consensus of leading chain store 
operators that foot traffic counts are signifi- 
cant in connection with locations in con- 
gested areas. In outlying districts, it is usu- 
ally automobile traffic that should be ana- 
lyzed. “This is a type of research that, if 
done well and interpreted correctly, yields 
highly significant results.” 

The article is divided into sections dealing 
with the following subjects: 1. variations in 
traffic flows; 2. hourly breakdown of traffic 
counts; and 3. how displays can be keyed to 
traffic counts. 


14.8 How Chains Are Cutting Costs. Chain 
Store Age, June, 1946. 


This, the fifth article in a series on effi- 
ciency methods, discusses the following: 1. 
reception room telephone; 2. use of a lost 
sales report form; 3. use of files on sources 
and orders which makes information in- 
stantly available; 4. adoption of a commis- 
sion on food sales; 5. to stimulate a manufac- 
turer interest in the chain’s operations and 
to save time for company buyers and sales- 
men, a buying booklet is suggested which will 
give a history of the organization and de- 
scribe its volume selling facilities and policies 
of operation; 6. central processing of perish- 
able items. 


14.9 Systemeering: A Guide to Profitable 
Retailing. (New Britain, Conn.: 
Landers, Frary and Clark, 1945, pp- 
50.) 
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Landers, Frary and Clark, manufacturers 
of Universal electrical appliances and house- 
wares, have had Dr. O. P. Robinson and a 
planning board of “‘system”’ experts set up 
this excellent simplified guide to systems 
and records for the small as well as the 
larger store. 

The bare essentials are explained in the 
clearest and most concise terms possible, 
supported by copious illustrations of forms 
with explanatory notes, so that the veriest 
novice can understand and profit from the 
guide. The minimum essentials for the small 
store are discussed first. There follows an 
explanation of the more complete basic sys- 
tems and records of the larger store, along 
with certain so-called “tailored systems”— 
cycle billing, receiving system, and payroll 
system. 


14.10 Curtis Publishing Company 


The Independent Grocer, Special Report #2, 
is the second report of a continuing study 
by the Curtis Publishing Company and the 
National Association of Retail Grocers of 
the operations of independent grocers. It 
presents factual analyses of store operations 
and results based on information received 
from 1,261 independent grocers selected so 
that every geographical area of the United 
States is represented. All of these grocers are 
members of the National Association of Re- 
tail Grocers. 

Subjects covered in this report include: 
city stores by type of district, sales and pro- 
motional activities, sales volume of stores, 
commodities sold, sales by days of week, use 
of window display material, local advertising, 
methods of operation, ownership of stores, 
delivery service, charge sales, self-service, 
remodeling and enlarging plans, depart- 
mental operations. Thirty tables, together 
with textual analyses, are devoted to the 
topics investigated. 

The purpose of these studies is to give the 
independent grocer data with which he can 
compare his own operations and results, and 
to provide manufacturers, wholesalers, ad- 
vertising agencies, and others interested in 
grocery store distribution with a clearer pic- 
ture of the independent grocer’s activities. 


14.11 A. & P. Starts Candy and Bakery 
Units in Some Stores. Advertising 
Age, July 15, 1946. 

The great Atlantic and Pacific Tea Com- 
pany has expanded its candy departments to 
20 of its 6,000 stores and it is believed that 
their layout has been standardized to agree 
with the last store installed in Pontiac, 
Michigan. The 20 stores in which candy 
departments have been installed are located 
mostly in New York, New Jersey and 
New England, with a couple in the midwest. 
Initial developments started about eight 
months ago during which time the company 
has experimented with various types of lay- 
outs. 

The chain has also been active in setting 
up bakery departments which are called 
Jane Parker Shops. At the present time, 
bakeries are installed in 120 stores and plans 
are being made for the installation for 1,000 
bakery departments when materials become 
available. 


14.12 Facts in Food and Grocery Distribu- 
tion as of January 1946. (New 
York: The Progressive Grocer, 1946, 
pp. 23.) 

Retail sales through all types of food 
stores increased three per cent in 1945 as 
compared with 1944. The number of inde- 
pendent food stores, as had been expected, 
increased about 15,000. The number of chain 
food store units apparently did not increase. 
If rooms and equipment had been available, 
the number of new stores would have been 
greater. Established stores were sold at 
inflated prices. During the year, self-service 
operation continued to expand. 


14.13 Too Much...Too Fast? Louis I. 
Nash, Chain Store Age, May, 1946. 


The author, who is president of a large 
retail apparel corporation, feels that all re- 
tailers, large and small, chains and inde- 
pendents, are losing their heads in expansion 
plans. He states that they are bidding against 
one another for the 100 per cent locations 
in each city and town to such a degree that 
they are themselves creating a situation in 
which one, two, or five years from now, fail- 








198 


THE FOURNAL OF MARKETING 





ures will be numerous. Retail business will 
not remain at its current high level and even- 
tually (he does not say just when) the 
speeded-up machinery will slow down, the 
people will retrench, and the stores’ volume 
will suffer. With this in mind, the author dis- 
cusses the percentage lease and warns retail- 
ers concerning the importance of incorporat- 
ing flexibility into leases. 


14.14 Retail Distribution In 1946—A Fore- 
cast. W. F. Gilbert, Sales Manage- 
ment, April 15, 1946. 


A detailed study of retail volumes and 
their relationship to the United States total 
during 1929, 1935, 1939, and 1944 makes pos- 
sible the following two conclusions, which 
are discussed in this article. 

1. “The volumes of retail sales in cities, 
counties, states, etc., may vary a great deal 
during long periods of years but their per- 
centages of the national total vary but little. 

“The greatest peacetime shift in percent- 
age of United States total retail sales, among 
the nine state groups into which the Bureau 
of Census divides the nation, was in the 
South Atlantic states which increased from 
8.6 per cent in 1929 to 10.4 per cent in 1939. 
This was a net increase of 1.8 per cent. 

2. “When percentages have changed, it is 
in accordance with a recognizable trend over 
a period of years, and even in such cases the 
actual change between any two consecutive 
years is relatively slight.” 


14.15 Retail Marketing of Furnace Oil. 
Harvey P. Bishop. (Boston: Har- 
vard University, 1946, pp. 42.) 


The distribution of fuel oil can no longer 
be considered an infant industry. It has 
arrived at a stage of maturity that places 
emphasis upon the marketing of automatic 
oil heat rather than on the separate sale of 
oil burners and furnace oil. The future 
growth in the number of consumers for fur- 
nace oil is likely to be less in large cities than 
in suburban, small town, and rural areas. 

The major oil companies must carry much 
of the responsibility for determining the 
pattern of retail distribution of furnace oil. 


Since it seems probable that dual marketing 
by the major companies and independents 
in the same area will continue, a studied pro- 
gram of dealer cooperation should be set up 
by the majors. This does not relieve the deal- 
ers of the responsibility of proving they can 
render satisfactory service to consumers, 
which should not be difficult since these in- 
dependents possess definite marketing ad- 
vantages inherent in small business. 


14.16 Bureau of the Census 
See items 22.2.1 and 22.2.2. 


14.17 Department of Commerce: Office of 
Business Economics 


See item 22.5.1. 


15. TRANSPORTATION 


15.1 Chains Gear to Meet Traffic Problems. 
N. W. Putnam, Chain Store Age, 
May, 1946. 


See item 14.6. 


16. WAREHOUSING 


16.1 Eighteen Ways Public Warehouse 
Service Can Ease Distribution Head- 
aches. Sales Management, July 15, 
1946. 

A list of 18 reasons for using the public 
merchandise warehouses. As production in- 
creases, new territories are opened, and 
competition on speed and service sets in, the 
public warehouse may be able to accelerate 
the flow of goods and reduce costs. 


17. WHOLESALING 
17.1 Dun and Bradstreet, Inc. 


The Marketing and Research Service has 
completed its Survey of Dry Goods Distribu- 
tion, composed of three separate and related 
studies of the distribution of dry goods, de- 
signed to get the viewpoints of retailers and 
manufacturers, as well as those of whole- 
salers, bearing on the position of the whole- 
saler in this field and on his distribution 
methods. These were desired as a basis for 
planning and policy-making by concerns in 
dry goods and apparel lines. About 600 re- 
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tailers, 400 wholesalers, and 1,200 manufac- 
turers were personally interviewed or cov- 
ered by mail questionnaire. The survey 
was made for The Wholesale Dry Goods 
Institute, Inc., New York. 

Exclusive distribution arrangements, the 
survey shows, are used by only one-quarter 
of the responding manufacturers, but such 
arrangements have proved highly satisfac- 
tory to most of the manufacturers now using 
them. These present users are planning to 
make even more extensive use of exclusive 
distribution arrangements in the future. 
Where such selective distribution plans in- 
clude the retailer, a majority of storekeepers 
are in aprroval. 

The survey also finds that almost half of 
the retailers questioned are willing to accept 
help and leadership from their wholesalers, 
and that about half of the wholesalers them- 
selves are planning to offer various merchan- 
dising and promotional services to their re- 
tailers. 

The readiness of many retailers to accept 
help and leadership from their wholesalers 
is not limited to small stores. It is equally 
true of the larger independents, even those 
who are now buying much of their merchan- 
dising direct from manufacturers. 

And although most retailers are not taking 
a grave view of the problem of loss-leader 
competition, a minority are calling on their 
suppliers for help. Such help is planned by a 
majority of wholesalers, mostly in the form 
of lower prices on key items. 

Suggestions from manufacturers reported 
frequently in the survey asked for more em- 
phasis on quality merchandise, improved 
selling methods, the carrying of adequate 
stocks, the placing of larger orders with fewer 
manufacturers, and increased emphasis on 
nationally-advertised brands in place of pri- 
vate wholesaler brands. This last suggestion 
ties in closely with the opinion, expressed by 
almost three-quarters of the retailers in the 
survey, that t .ey were placed in a stronger 
competitive position by nationally-adver- 
tised brands than by unbranded merchan- 
dise. 


17.2 Research Reveals Merchandising Is 


Keystone of Profits for Jobbers. 
Philip P. Gott, Sales Management, 
April 15, 1946. 


The results of a study made by the Na- 
tional Confectioners’ Association in 1944. 
Twenty wholesalers cooperated with the as- 
sociation, and the outstanding conclusion 
(although other results are listed) was that 
“jobbers whose salesmen did some merchan- 
dising work among their retailer-customers 
were the most successful.” 


17.3 A Grocer Jobber Cuts Competitive 
Odds for ‘‘Papa and Mama’”’ Stores. 
James H. Collins, Sales Manage- 
ment, July 1, 1946. 


Readers who teach retailing may find the 
material in this article useful. It describes 
the 30 year growth of a wide awake cash and 
carry wholesale firm which specializes in 
research and planning for the independent 
retailer. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 FTC Modifies Its ‘“Death Sentence” in 
Brewing Case. Advertisi:ig Age, April 
15, 1946. 

This is a report of the apparent change in 
policy of the Federal Trade Commission in 
its drive against words “with tendency to 
deceive.”’ The point at issue was the three to 
two decision of the FTC which modified an 
early ‘““Death Sentence” against the “‘Cana- 
dian Ace” brand name of the Manhattan 
Brewing Company, Chicago. The FTC set 
aside an order issued in September, 1943, for 
another permitting use of the “Canadian 
Ace” brand name, providing the label and 
advertising “contained suitable statements 
clearly, conspicuously and adequately in- 
forming prospective customers that such 
beer or ale is brewed in the United States.” 

This decision of the Federal Trade Com- 
mission has been criticized as inconsistent 
and attention is called to the prohibition 
against use of the word “‘Wisconsin’”’ for beer 
or ale not brewed in that state while permit- 
ting qualifications of “Canadian Ace.” 
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20. MARKETING THEORY 


20.1 An Approach to the Determination of 
Intraseasonal Shifting of Demand. 
G. E. Mehren and H. E. Erdman, 
Journal of Farm Economics, May, 
1946. 


This note is of interest for its method of 
approach, its specific results, and its general 
applicability. Regression lines are calculated 
and drawn to show the effect on the price of 
Louisiana strawberries of total United States 
shipments and of Louisiana shipments in 
each of the seven weeks that constitute the 
Louisiana season. It is interesting to note 
that large supplies depress the price more in 
the early weeks of the season than later, and 
that in the seventh week differences in supply 
appear to affect the price very little. 

No attempt is made to explain the varying 
behavior in the several weeks, the authors 
merely saying that “there is some a priori 
basis to expect the orderly shifts shown.” 
The note closes with the comment: “At 
present there is virtually no well developed 
theory of short-run demand variation. It is 
suggested that empirical studies directed 
towards these problems may contribute 
greatly to this gap in economic generaliza- 
tions, and at the same time provide informa- 
tion of great value in the actual functioning 
of market agencies.” 


21. PRICES AND PRICE POLICIES 
21.1 Bureau of Labor Statistics. 


21.1.1 The program on revision of the whole- 
sale commodity price index of the Bureau was 
started during the past quarter. The pro- 
gram, which is expected to be completed by 
December 1947, will involve a complete 
reappraisal of all features of the index, in- 
cluding commodity groups for which indexes 
are presented, the commodities included in 
the index, and the sampling procedures used 
both as to market areas and price sources. 
Consideration will be given to expanding the 
coverage of the index in order to include im- 
portant new groups of commodities, such as 
industrial machinery and products which be- 
come important in the postwar period. 


This major revision program will not inter- 
fere in any way with the regular program of 
maintenance and publication of the index. 
When the revised index is completed, it will 
be joined with the present series so as to pre- 
serve the continuity of the published indexes. 
The purpose of the revision is to insure that 
the index continues in the postwar period to 
represent accurately changes in commodity 
prices in the manner most useful for business 
and economic analysis. 


21.1.2 Beginning with the monthly state- 
ment for January 1946, the Bureau of Labor 
Statistics made some changes in the method 
of releasing statistical summaries of food 
prices. Three tables formerly appearing in 
the montaly publication Consumers’ Price 
Index and Retail Prices of Food were trans- 
ferred to the publication Retail Food Prices 
by Cities in order to speed up the release of 
data for major groups of commodities and 
services. It is expected that Retail Food 
Prices hereafter, will be available for distri- 
bution two to four weeks after release of the 
Consumers’ Price Index each month. 
Several revisions of techniques related to 
average retail prices of food were introduced 
in February. These include exclusion of sales 
taxes from average prices (any changes in 
these taxes continue to be reflected in the 
indexes); revision of weighting factors; revi- 
sion of samples of reporting stores; and 
changes in units of quantity for some items. 


21.2 Effectiveness of Price Control in the 
Dairy Industry. Gideon Hadary, 
Journal of Business, April, 1946. 


As prerequisite to discussion of the desira- 
bility of continuing control over butter 
prices, the author believes it is necessary to 
evaluate the effectiveness of the wartime 
price control measures. The questions raised 
and answered include: “Has the control pro- 
gram been instrumental in keeping the cost 
of butter down? Would butter prices rise 
higher were it not for these controls? What 
would prices have been without controls?” 

Comparisons of price differences for vari- 
ous dairy products during World Wars I and 
II are noted and challenged as measures of 
the benefits accruing because of the institu- 
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tion of price control during World War II. 
The author then undertakes to develop 
“more realistic answers” and devotes him- 
self to an exposition of the normal price 
relationship between dairy products. He sug- 
gests that “the freezing of butter prices had 
stabilizing effects on the prices of other dairy 
products.”” Recognition is given to the possi- 
bility that prices of other dairy products 
were relatively higher than the price of but- 
ter under the circumstances of wartime 
operations. Savjngs, subsidies, and the cost 
of administering regulations are each consid- 
ered. 


21.3 International Price Control through 
Buffer Stocks. Oscar Zaglits, Journal 
of Farm Economics, May, 1946. 


While this is not really a research article, 
it offers an interesting statement of the 
major accomplishments to be expected from 
a policy of control of sales on the interna- 
tional basis. Many of the problems con- 
nected with the operation of such schemes 
are pointed out, but the question may arise 
as to whether or not adequate attention is 
given to the problem as continuous over- 
supply under the urging of a price held arti- 
ficially high by means of the buffer stocks. 


22. GENERAL MARKET STATISTICS 
22.1 Curtis Publishing Company 


22.1.1 Present Savings and Future Markets 
is a study based on findings of the Federal 
Reserve Board, on statistics published in the 
Survey of Current Business, and on studies of 
the Bureau of Agricultural Economics. War 
savings in the hands of individuals in this 
country amount to approximately 145 bil- 
lion dollars. 

The bulk of these savings is in the bank 
accounts, war bonds, and other liquid assets 
of the better educated, professional, execu- 
tive, skilled labor, and businessman class. 
This portion of the populace not only has 
these savings but knows what it intends to do 
with them. It will use them largely to pur- 
chase permanent assets rather than to buy 
luxury goods. 

The study concludes in part, “The best fu- 


ture markets will continue to be among the 
people who were the best past markets... 
the higher income, better educated profes- 
sional and business classes plus the more 
prosperous skilled laborers and farmers.” 
This will be a market of great size and po- 
tentialities, but one inclined to view its sav- 
ings as a backlog of security rather than as 
assets to be dissipated. 


22.1.2 A comprehensive definition of Gross 
National Product, with a detailed listing of 
its components, is contained in Where Our 
Money Goes, Gross National Product A 
Measure of Total Expenditures. Based largely 
on materials obtained from the Survey of 
Current Business, the study outlines the fac- 
tors which make up this statistical index to 
national economic activity. The relationship 
of Gross National Product to National In- 
come and to Income Payments to Individ- 
uals and the distinctions between these 
concepts are shown and discussed. 


22.2 Bureau of the Census 


22.2.1 Field interviewers are being used to 
increase the sample for the Monthly Retail 
Trade Report, which now presents retail sales 
figures for major cities. Census Bureau per- 
sonnel are holding periodic round-table dis- 
cussions with representatives of the Bureau 
of Labor Statistics, Bureau of Agricultural 
Economics, and the Budget Bureau on the 
subject of techniques of house-to-house can- 
vasses. 


22.2.2 The annual report on Sales and Inven- 
tories of Independent Retail Stores for 1945 
has been published and released. 


22.2.3 Comprehensive information on income 
is now being secured in conjunction with the 
regular Monthly Report on the Labor Force. 
Income information is supplied by approxi- 
mately 20 per cent of the households covered 
in the labor force survey. 


22.3 Retail Sales. ... Effective Buying In- 
come. Sales Management, May 10, 
1946. 

The 17th annual Survey of Buying Power 
contains a new feature, namely, “net effec- 
tive buying income.” Heretofore, the effec- 
tive buying income figures represented gross 
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payments to individuals defore taxes. The 
net figure of the present Survey is on income 
figure after the payment of individual Fed- 
eral income taxes. 


22.4 Individual Incomes of Civilian Resi- 
dents of California by Counties, 
1939-1945. (San Francisco: Cali- 
fornia State Chamber of Commerce, 
1946, pp. II.) 

This is a study of the amount and source 
of incomes in California and not a study of 
the distribution of individual incomes by 
size. In 1944, the income of civilian residents 
in California was estimated to be two and 
one-half times what it had been in 1939. 
Reductions in manufacturing and govern- 
ment salaries caused some decline in 1945. 
Part of the large increase berween 1939 and 
1944 was due to the great increase of popula- 
tion in California. 


22.5 Department of Commerce: Office of 
Business Economics 


22.5.1 A Regional analysis of department store 
sales is in progress. The trends of sales in 
cities within the 12 Federal Reserve districts 
are being analyzed in relation to the district 
sales and United States sales. 


22.5.2 A study of manufacturers’ inventories 
shows that, although the total has increased 
only $1 billion since VJ-day, liquidation of 
war stocks to the extent of about $4.5 billion 
has taken place. Consequently, the gross ac- 
cumulation of inventories of civilian goods 
is estimated at about $5.5 billion. 


22.5.3 Data on births and deaths of business 
jirms are being developed on a state basis. 
The first of a series of articles has been pre- 
pared on the business population in Illinois. 
In addition to the recent trends on the total 
business population, this will cover the 
changes in births and deaths of business 
firms in that state. 


23. MARKET AREA STUDIES 


23.1 Consumer Analysis of the Greater 
Milwaukee Market. (Milwaukee: The 
Milwaukee Fournal, 1946, pp. 142.) 


The 23rd annual report covers some 26 


new items of inquiry, such as wine for home 
use, carpet sweepers, anti-freeze, checking 
and savings accounts, evening shopping, 
smoking by men, etc. For this issue, the 
results have been grouped into five product 
sections (food, soap and cleansers, drugs and 
toiletries, beverages, and homes and equip- 
ment) and one section termed “General 
Habits.”” Where available, data for years as 
far back as 1935 are given for comparative 
purposes. 

The Seattle Times, the Indianapolis Star 
and the Philadelphia Bulletin are reported to 
be conducting similar consumer surveys, and 
the Omaha World-Herald recently completed 
one on the Omaha Market. (See the ourRNAL, 
April, 1946, No. 23.1.) 


24. RESEARCH TECHNIQUE 


24.1 The Disproportionate Method of Mar- 
ket Sampling. Robert Ferber, Journal 
of Business, April, 1946. 


This is a study of the problem of securing 
a representative sample under the circum- 
stance of uncertain heterogeneity in the 
variation of the characteristics for which 
a measure is desired. The author demon- 
strates his argument with data on cold cereal 
consumption from the National Consumer 
Panel of Industrial Surveys Company. 

The construction of a sample, using both 
the representative and the proportional 
methods, produces widely varying distribu- 
tions of the quotas. The two methods, if of 
equal validity, are to be equally preferred. 
Therefore, the purpose of the author’s analy- 
ses is to measure (1) the precision (the ex- 
pected range of error within which the 
sample mean may be expected to fluctuate), 
and (2) the accuracy (the amount of bias 
present in the sample mean) of the samples 
under examination. The distinguishing char- 
acteristic of the two methods lies in the as- 
sumption of uniform heterogeneity of vari- 
ance in the proportional method and the 
denial of this assumption in the application 
of the representative method. 

“The assumption of uniform variation 
among all groups of a population, though 
perhaps reasonable in some fields, is to be 
seriously questioned in market analysis. 
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Hence the proportional technique of quota 
distribution will frequently lead to a dis- 
tinctly different sample distribution as com- 
pared to what it should be and—what is 
more important—will result in substantial 
loss in the precision and accuracy of sample 
estimates. Indications are that the more 
effective the mode of stratification, the 
greater will be the loss in validity due to pro- 
portional sampling. 

“In practical terms this means that con- 
siderable caution needs to be exercised in 
the future use of proportional methods of 
sample construction in market surveys... . 
Proportional sampling can validly be used 
only after uniformity has been shown to 
exist among the... variations of the differ- 
ent control strata with respect to the charac- 
teristic being measured. Even where no 
numerical estimates of relative... varia- 
tions can be made, so long as the order of 
heterogeneity is known, it is better to bias 
the sample in favor of the more heterogene- 
ous cells than to adhere to a strict propor- 
tional distribution. ... Proportionality and 
representativeness are not necessarily the 
same thing. Sample distribution according 
to population distribution is mot the ideal; it 
is merely a jumping off point for the attain- 
ment of a true representative sample.” 


24.2 Problems and Methods of the Sample 
Survey of Business. Morris H. 
Hansen, William N. Hurwitz, and 
Margaret Gurney, Yournal of the 
American Statistical Association, 
June, 1946. 


A plan for sampling the typically skewed 
distribution of businesses by size of store is 
presented in this article, with one eye on 
cost and the other on measurable reliability. 
The design of the sample calls for coverage 
varying from 100 per cent to 2 per cent in 
the significant classes of store size. 

Samples of large stores are taken from lists, 
such as the Social Service records of payrolls. 
Samples of small stores may be obtained as 
cluster samples from selected primary areas, 
to permit field follow up of non-respondents 
to mail questionnaires. The appropriate 
sampling theory is given for measuring the 


various contributions to the sampling error, 
and for maximizing the information obtained 
per dollar expended. 


24.3 Market Research by Newspapers. 4d- 
vertising and Selling, May, 1946. 


The Newspaper Advertising Executives 
Association sponsored a questionnaire pre- 
pared co-operatively by the Research Com- 
mittee of NAEA, the 4 A’s and the ANA, 
and distributed it to the members of the 
three associations. The purpose was to 
clarify the opinions of newspapers regarding 
the value of market research conducted by 
newspapers and to suggest the lines which 
such research should follow. 

From the 293 replies received, the follow- 
ing conclusions were drawn: 1. Advertisers 
and agencies rated three newspaper research 
jobs as outstanding. 2. Newspapers generally 
overestimate the amount of research infor- 
mation desired by advertisers and agencies. 
3. Grocery manufacturers are least demand- 
ing; toiletries and cosmetics manufacturers 
want all sorts of information. 4. One of the 
most difficult procedures is to obtain a 
representative cross-section sample. Ameri- 
can Marketing Association recommenda- 
tions were generally agreed upon as being as 
good as any. 

It was agreed to try to perfect and increase 
the reliability of mail questionnaires, to 
work toward the establishment of standard 
practices in newspaper research, and to ex- 
plore the feasibility of establishing an Ad- 
visors Board to inspect research projects for 
adherence to objectives, and then to inspect 
results. 


24.4 How You Can Pre-Test the Product 
and the Market for Soft Goods 
Items. Percival and Matilda White, 
Sales Management, July 1, 1946. 


The authors describe in some detail cer- 
tain types of research used by enterprising 
manufacturers to reduce costly mistakes in 
product design and market appraisal. Six 
“basic steps” are set forth and illustrated. 
They are: 1. Study of the consumer needs— 
including studies made to learn the ideal 
properties of fabrics for given uses. 2. Critical 








204 





THE JOURNAL OF MARKETING 





evaluation of consumer needs. 3. Preparation 
of actual samples for test purposes. 4. 
Laboratory testing. 5. Consumer tests, i.e., 
studies of the consumer’s experience with 
products under actual conditions of use. 6. 
Trade surveys. 


24.5 How to Double Your Returns from 
Dollars Spent for Sales Research. 
W. W. Heusner, Sales Management, 
May 1, 1946. 


The author examines the reasons why re- 
search is not being fully used and suggests 
a method—using a check chart—that he be- 
lieves will help both market research di- 
rectors and top management to get more 
value out of the money they spend for mar- 
ket research. 


25. MARKETS—SPECIFIC PRODUCTS 
25.1 University of California 


The study of the Stee/ and Steel-Using In- 
dustries of California, prepared under the 
direction of Dean E. T. Grether, will be pub- 
lished by the California State Reconstruction 
and Reemployment Commission some time 


this fall. 


25.2 Hearst Magazines, Inc. 


Demand from the war marriage market, 
which has not been extensively tapped, is 
awaiting development on a great scale, ac- 
cording to a War Marriage Study recently 
completed. Marriages in the period 1940 
through 1945 approximated 9,826,139, or 
1,726,139 above the Census-estimated nor- 
mal. In the majority of cases, war brides 
have not purchased kitchen equipment, fur- 
niture, rugs, and household accessories gen- 
erally. It is estimated that the pent-up 
demand for such items totals about $4 
billion. 

The Census Bureau estimates there will 
be 6,761,000 marriages in the period 1946- 
50, and Hearst Magazines anticipate a $6 
billion demand from this group. 


26. MISCELLANEOUS 


26.1 National Survey of Liquid Asset Hold- 
ings, Spending and Saving, Part 


One: Major Findings. (Washington: 
Bureau of Agricultural Economics, 
June, 1946, pp. 35.) 

The survey, conducted for the Federal 
Reserve Board, shows that of the personal 
holdings in United States savings bonds and 
bank deposits (representing the bulk of in- 
dividual wartime savings) 60 per cent is 
owned by ten per cent of the spending units. 
“Because of this concentration, the effect on 
the postwar economy of the personal liquid 
assets accumulated during the war will de- 
pend in the main on how a relatively small 
part of the population decide to use their 
holdings.” 

In this connection, Marketing Memos, 
MacFadden Publications, Inc., July 17, 
1946, pointedly states that go per cent of the 
holders do own 40 per cent of the total 
liquid assets, which “‘is a far cry from the pre- 
war scene, in which as stated by the Treas- 
ury Department, 90 per cent of the people 
held only ¢en of the liquid assets”; and, what 
is more, the absolute total is more than three 
times as large as it was in 1939. 

About thirty per cent of the spending units 
of the Nation saved nothing out of 1945 in- 
come, and those who did save something 
expect to save less in 1946, even if incomes 
are good. While the respondents’ expressed 
intentions for 1946 show that several bil- 
lions of liquid assets will be used for con- 
sumption and investment during this year, 
most people “consider their liquid assets as 
earmarked for long-range purposes and not 
available for current expenditures.” 


26.2 After Reconversion Selling Faces Its 
Biggest Job. A. H. Haring. (New 
York: Committee for Economic De- 
velopment, 1945, pp. 23.) 


Dr. Haring holds that the job which faces 
selling is gigantic if the volume of goods is 
produced which was forecast for 1947 in 
“American Industry Looks Ahead.” The 
vast amount of savings in the hands of con- 
sumers, plus a general rise in family income 
levels, suggests a large deferred demand. It is 
difficult to measure this demand, however, 
because of several factors, among which are 
the declining purchasing power of the dollar 
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and high taxes. “The assumption that people 
will buy on a prewar basis without sales 
stimulation is doubtful.” 


26.3 Psychological Analysis of Business 
Decisions and Expectations. George 


Katona, American Economic Review, 
March, 1946. 


Psychologists and economists have aided 
each other much less than would be desir- 
able from the standpoint of a full under- 
standing of economic behavior. The late 
J. M. Keynes, along with most economists, 
set up his own description of the psychologi- 
cal characteristics of human nature, and 
Gardner Murphy, in his address as president 
of the psychological association, failed to 
mention any borderline problems between 
psychology and economics, although recog- 
nizing such problems between psychology 
and many other disciplines. 

Perhaps Elton Mayo is extreme when he 
says that the assumptions concerning human 
nature that are employed by the economist 
are “not only inadequate; they are absurd,” 
but surely it is true that the psychologist 
should be expected to have a real contribu- 
tion to make towards an understanding of 
the behavior of human beings in the market 
place. 

Katona, in the present article, attempts to 
point out some of the findings of psycholo- 
gists in the field of expectations, and the 
bearing of these findings on business and 
consumer expectations. Careful reading of 
this article will be worthwhile for all students 
of markets. It is to be hoped that the inter- 
change which has started between psycholo- 
gists in a few fields such as advertising, per- 
sonnel, and public relations will increase and 
improve to the advantage of these fields and 
to applied business as well. 


26.4 Bureau of Agricultural Economics 


The total farm mortgage debt on January 1, 
1946, was about $5 billion, according to a 
study recently completed. This is the low- 
est level of indebtedness since 1915, and 
represents a decline of 23 per cent since 
1940. The reduction is in sharp contrast to 
developments during and after the World 


War I period; farm-mortgage indebtedness 
increased 43 per cent from 1915 to IgI9. 


26.5 Family Size and Residential Construc- 
tion. Eric Schiff, American Economic 
Review, March, 1946. 


This interesting study is based on data 
from the 1940 Census. The author finds that 
small families in each income class spend 
more on rent than do large families. This 
seems altogether natural, since the small 
families have less need to spend on food and 
clothing, generally considered the most 
necessitous groups of expenditure. 

The author concludes that the growing 
prevalence of small families may well 
strengthen rather than lessen the demand for 
housing. He makes no reference to the rela- 
tion between income and family size, which 
he might well have done. If the two are 
positively correlated, shrinking family size 
might result in shrinking average family in- 
come and thus offset the tendency to which 
the author calls attention. If they are nega- 
tively correlated, that fact would tend still 
further to increase the demand for housing. 
Obviously, the increase in demand referred 
to is in quality of housing rather than in 
mere number of houses. 


26.6 Bureau of Labor Statistics 


26.6.1 The Division of Construction and 
Public Employment is preparing estimates of 
the number of permanent-type dwelling units 
started, completed, and under construction 
each month, to assist officials in Washington 
and others in charting the progress of the 
Veterans’ Emergency Housing Program. 
Trends in new dwelling units built during 
the war and postwar periods, with emphasis 
on 1944, 1945, and the first part of 1946, will 
be discussed in an article being prepared for 
the September 1946 Monthly Labor Review. 


26.6.2 The expanded housing statistics pro- 
gram of the Bureau of Labor Statistics, 
started during the last quarter of the fiscal 
year 1946, is designed to supply the following 
information: (1) Monthly estimates of hous- 
ing construction employment, nationally 
and for about 140 areas, by occupations. (2) 
Estimates of off-site employment created by 
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the housing program. (3) National and area 
estimates of labor requirements by occupa- 
tion for the housing program. (4) Estimates 
of off-site labor requirements for the housing 
program. (5) Data on changes in time required 
for construction of different types and sizes 
of houses, and changes in the character of 
labor requirements resulting from changes in 
materials and methods. (6) Estimates of 
monthly volume of housing construction ex- 
penditures, nationally and for 140 areas, by 
size of unit, type of construction, and cost 
class. 


26.6.3 The Division of Construction and 
Public Employment has started a study of 
the man-hour requirements for the produc- 
tion, transportation, and distribution of unit 
quantities (physical quantities and dollar 
quantities) of a comparatively wide range of 
building materials. This includes all stages 
from the extraction of raw materials to the 
delivery of the finished products at the con- 
struction site. Data for each product are 
being collected from a sample of establish- 
ments representative of the different indus- 
tries with respect to production method, size, 
extent of mechanization, and (where signifi- 
cant) geographical location, and other cri- 
teria. 

A similar study was made Io to 12 years 
ago, but on a less extensive scale, and with 
attention concentrated on the major tradi- 
tional materials. For the most part, the 
industries producing these materials have 
been affected substantially by developments 
in methods and machinery. The new project 
will revise the findings of the older study, 
and expand the information to many of the 
important new materials. 

The purpose of this study is to provide 
basic data for estimates of the off-site labor 
requirements for any construction program, 
whether actually in progress or prospective. 


26.7 Securities and Exchange Commission 


A summary of selected income data of manu- 
facturing corporations for the years 1936 to 
1944 has been released. The companies cov- 
ered by the data had assets in 1944 amount- 
ing to more than half the combined assets 
of all manufacturing enterprises in the 


United States. Net sales and net profits bee 
fore income taxes increased regularly during 
the period. Operating expenses as a per cent 
of sales reached a low of 84.5 per cent in 1941 
and then rose to 89 per cent in 1944. 


26.8 Basic Industrial Location Factors. 
(Washington, D. C.: Office of Small 
Business, Department of Commerce, 
pp. 13. No date.) 


A particularized list of the basic factors 
influencing industrial location, a key list of 
industries, and a chart showing which of 14 
basic location factors are of primary impor- 
tance for this detailed list of industries. 


26.9 Big Business and Private Property 
Under the Nazis. Arthur Schweitzer, 
Fournal of Business, April, 1946. 


This is a continuation of the discussion 
begun in the article by the same author on 
“Big Business and the Nazi Party in Ger- 
many,” published in the January, 1946, 
issue of the Fournal of Business. 

In the previous article the author formu- 
lated four principal conclusions: 1. The Nazis 
destroyed the four basic freedoms of private 
capitalism: the freedoms of trade, contract, 
association, and markets. 2. The Nazi gov- 
ernment determined the general economic 
policies, including economic planning and the 
regulation of all markets. 3. The government 
went into business, and, in addition, com- 
pelled organizations of private owners to 
operate throughout the economy. Result: a 
dual economic administration and division 
of the economy into private and public 
spheres. 4. The Nazi party reserved for itself 
certain economic prerogatives resulting in 
the occupation by the Nazi party of all 
strategic positions in the economy. 

Even in the face of these developments, 
the author concludes that big business was 
not completely deprived of economic power 
because of the professional indispensability 
of managers and owners. 

Among the questions raised and discussed 
by the author in the present article are: 
What happened to the institutions of private 
property and profits? To what extent did the 
reduction of big business to the position of 
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a minor holder of power affect the in- 
come of property owners? Did the reduc- 
tion of profits to mere salaries eliminate 
risk as well as incentive to increased ef- 
ficiency? 

In their program of expropriation and in- 
demnity, the Nazis abandoned the principles 
of expropriation and indemnity recognized 
in the democracies. Political reasons became 
controlling and full indemnity, if nominally 
adhered to, gave scarcely any protection to 
owners politically undesirable. Under these 
conditions, redistribution of property was 
accelerated, formation of capital was di- 
rected to make more secure the position of 
the Nazi leaders rather than to improve the 
general welfare through advances in con- 
sumer living standards. 

The author states that utilization of capi- 
tal was improved under the Nazi regime, 
since owners were forced to employ the most 
efficient methods of production. Products 
were standardized under supervision of gov- 
ernmental agencies and scientific methods 
were introduced under governmental pres- 
sure. 

In a similar manner labor managers 
checked on the kinds of work performed and 
directed individual workers to more and 
more difficult jobs. This upgrading of semi- 
skilled and skilled workers stretched the de- 
clining labor supply in Nazi controlled terri- 
tory. ‘“Necessary costs’”—not actual costs— 
for specified production items were the cri- 
terion of the price commissioners for the 
purpose of compelling producers to shift to 
more efficient methods. A strange combina- 
tion of capitalistic ownership (under restric- 
tions) and collectivist use principles in- 
creased the inevitable problems encountered 
in the Nazi attempts to manage the economy. 


Industry-wide domination was secured 
through shifting control over economic poli- 
cies from the individual concerns to inter- 
firm and governmental organizations. Of 
particular importance was the control of the 
most efficient, large scale, and essential 
plants. Concentration of control was en- 
couraged since the largest concerns in an 
industry were usually leaders in compulsory, 
industry-wide business organizations. “The 
combined result of the modified traditional 
factors, as well as of Nazi policies, was a 
greatly intensified pressure for a concentration 
of capital in the hands of a few economic 
giants.” 

The author presents several conclusions in 
support of his advocacy of a “‘mixed’’ eco- 
nomic system for Germany in the transition 
period and in the era after the provisions of 
the peace treaties have been imposed. 

“The heavy industries and large land hold- 
ings will become nationalized and managed 
by appointees of the military government. 
On the other hand, the private sector of 
small business and small farms can be left 
relatively free from restrictive control.... 
Clearly, such a compromise is full of un- 
solved economic and political problems. It 
will hardly satisfy many people in any 
country. Yet one cannot overlook the fact 
that whoever opposes such a compromise has 
only one alternative line of action: no com- 
promise between Allies, no peace treaty for 
Germany, no settlement for Europe at 
all.... The result will be permanent mili- 
tary occupation of Germany, continued 
political and economic warfare within and 
between zones, and endless frictions and war- 
like actions between major powers, with no 
genuine peace for the world.” 














Book Reviews 
DONALD R. LONGMAN, Editor 
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NATIONAL ADVERTISING IN NEwsPAPERS, by 
Neil H. Borden, Malcolm D. Taylor, and 
Howard T. Hovde. (Cambridge, Mass.: 
Harvard University Press, 1946. Pp. xiv, 
486. $5.00.) 


This study of National Advertising in 

ewspapers is an extremely significant con- 
tribution to the literature of marketing and 
advertising. Its value extends beyond its 
comprehensive discussion of the subject it- 
self; for the skill with which Professor Bor- 
den has developed the analysis provides a 
worthwhile example of an approach to broad 
business policy problems. The book should 
also excite considerable interest because a 
large share of it is devoted to discussion of 
the application of modern tools of marketing 
research, with particular emphasis on their 
use as a foundation for sales promotion. 

The book is divided into two parts: Part 
I is “A Study of the Market for National 
Advertising in Newspapers,” while Part II 
presents an examination of ““The Marketing 
of Newspaper Space Among National Adver- 
tisers.”” 

The authors have taken an admirably ob- 
jective attitude toward the various prob- 
lems of newspapers in obtaining national ad- 
vertising revenue. The setting of the prob- 
lem is clearly established by pointing to the 
fact that national newspaper advertising 
volume has declined, not only in dollars, but 
also in the relative proportion of total ad- 
vertising expenditures allocated to news- 
papers. Particularly commendable is the first 
chapter, stressing the fundamental environ- 
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mental fact that during the past 20 years 
the advertising world has changed its atti- 
tudes and buying habits sharply. There is a 
real need, therefore, for a change in adver- 
tising policies and a revitalizing of the selling 
of newspaper advertising space. The data on 
trends in advertising volume are clearly 
presented, and the book is of considerable 
value in bringing together and analyzing 
data on expenditures, by advertising media, 
for various product lines. 

The advantages of advertising in news- 
papers are discussed at length, with par- 
ticular emphasis given to its flexibility and 
adaptability to local market conditions. This 
basic strength of newspapers has sometimes 
worked to their disadvantage, however, for 
many advertisers have been led to use news- 
papers as a supplementary medium to ac- 
complish specific objectives in selective mar- 
kets rather than as a basic advertising me- 
dium. 

In their analysis of the market for national 
advertising in newspapers, the authors place 
emphasis on their observation that during 
the past two decades there has been a strong 
tendency, particularly among large adver- 
tisers and their agencies, to seek objective 
evidence of consumer response to advertis- 
ing programs. It is clearly implied that this 
trend imposes on newspaper management a 
need for obtaining more objective facts about 
the performance of their medium and for 
helping advertisers to use the medium more 
efficiently. 

The analysis presented in Part I of this 
study is based on a considerable amount of 
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interviewing of large advertisers and adver- 
tising agencies to obtain concrete evidence 
of their attitudes and practices which affect 
the buying of advertising media. The authors 
have wisely refrained from attempting to 
give a statistical summarization of their 
findings in this respect because, as they point 
out, the facts learned in individual inter- 
views and the interpretations of particular 
cases are perhaps the most significant foun- 
dations of their conclusions. Any attempt to 
present the findings of their survey of 
executives in Part I would undoubtedly have 
hindered the development of their conclu- 
sions rather than have helped them. 

Part II of the book is concerned with the 
practices and policies of newspapers in mar- 
keting their products. This part gives evi- 
dence of being less carefully developed. 
There are a number of important practices, 
such as national and local rate differentials 
and forced combinations, which could well 
have been treated much more completely. 

The book calls attention to the fact that 
the atomistic character of the newspaper 
explains many of its questionable marketing 
practices. It should also be pointed out that 
many newspapers are in a quasi-monopolistic 
situation and at the same time are in highly 
competitive local publishing situations. Both 
factors lead to advertising policies and selling 
methods which are not always constructive. 
These basic characteristics of the industry 
explain a great lack of consistency in adver- 
tising policy and the failure to market news- 
papers properly as a medium for the national 
advertiser. 

The authors call attention to the fact that 
the reputation of newspapers for their sell- 
ing, research, and promotional methods is 
generally not good among national adver- 
tisers and their agencies. Several specific 
weaknesses in newspaper selling practices 
and policies are pointed out, such as their 
tendency to aim too much of their effort at 
space buyers rather than at top-executives 
who determine basic policy regarding the 
selection of advertising media. They indicate 
that, as a result of many undesirable selling 
practices, national advertisers and their 
agencies do not feel friendly toward news- 
papers. 


Some publishers are quite aware of the 
weaknesses in their selling methods and are 
attempting to improve them, but the book 
implies that much more serious efforts must 
be made before newspapers can hope to cor- 
rect the situation in which they now find 
themselves. Efforts at cooperative means of 
strengthening research and selling efforts 
on the part of newspapers are described at 
some length. Such devices, however, have 
the inherent weakness of all association or 
committee endeavors, and it seems to this 
reviewer that more emphasis might be placed 
on the importance of the improvements in 
marketing activities which may be effected 
by individual newspapers, particularly 
leaders in the field. 

A survey designed to determine the spe- 
cific types of research which would be most 
valuable to advertisers and, in turn, the 
most effective research activities to be spon- 
sored by newspapers as a means of increasing 
the use of this medium by national adver- 
tisers is also reported in Part II. This is 
an extremely difficult research problem in 
itself; and it was clearly beyond the means 
at the disposal of the authors to obtain a 
really objective answer. The results of the 
evaluation of such devices as store inven- 
tories, consumer panels, and readership 
studies appear to demonstrate that many of 
the individuals interviewed lacked under- 
standing of the research methods which they 
were being asked to appraise. Even the 
description of the various types of research 
which were included reveals the difficulty of 
establishing an understanding on the part of 
the respondent which would make it possible 
for him to exercise an intelligent judgment. 
The necessity for citing specific examples un- 
doubtedly affected some of the results. In 
this reviewer’s judgment, considerable cau- 
tion should be exercised in accepting the 
statistical results of this phase of the study. 

The general conclusion arrived at by the 
authors is summarized in the following 
statement: “Particularly needed is sound re- 
search to show advertisers specifically how 
to use the medium profitably. When the 
bases for effective use are well presented to 
national advertisers by individual papers and 
cooperative groups, then newspapers may 
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expect to prosper in the promising period 
ahead.” 

It is doubtful if anyone will quarrel with 
this conclusion, and the authors are to be 
congratulated upon their challenging ap- 
praisal and analysis of the current situation. 
One proof of the merit of the study is to be 
found in the fact that we are already seeing 
several evidences of its impact on the news- 
paper field. 

Lynpvon O. Brown 
New York City 


Tue Mixx Inpustry, by Rolland W. Bart- 
lett. (New York: Ronald Press, 1946. Pp. 
xii, 282. $4.50.) 


Marketing men are always glad to see new 
books written by authorities in their subject 
matter fields. When the subject is milk mar- 
keting, the interest may be even greater; for 
there is no adequate integrated study of the 
entire field. Milk marketing problems require 
detailed, scholarly study. 

The Milk Industry iz a broad survey of the 
problems of the industry in relation to the 
national welfare. Bartlett explains his ap- 
proach in the following terms: “Since we are 
primarily interested in expanding market 
outlets for milk and its products, our major 
attention will be centered upon analyzing 
the concentration of contro] in the manu- 
facture and sale of each important dairy 
product, and finally in suggesting remedies 
for high costs, and ways of eliminating re- 
strictions and regulations which, from a pub- 
lic welfare viewpoint, are not necessary.” 

The book is divided into two parts: (1) 
“Freedom of Enterprise and Full Employ- 
ment,” and (2) “Efficiency and Per Capita 
Sales of Milk.” The first part contains the 
major ideas of the writer whereas the second 
is concerned mainly with short studies of 
each of a number of milk markets. 

Some of the material presented is rather 
distant from the focal point indicated by the 
title, for example, Chapter 10, “Free Enter- 
prise and the Democratic Ideal.” This and 
related information is directed toward the 
thought that there should be no restraints 
which will curtail the size of the market for 
milk and its products. Bartlett advocates 


that monopoly and its pricing practices (in- 
cluding those of labor) not be permitted in 
milk distribution, that full employment be 
maintained, and that continuing efforts be 
made to increase efficiency both on the farm 
and in the milk plant. 

Some practices specifically criticized are 
monopolistic pricing (p. 64), destruction of 
property, as by breaking bottles or by 
bombing of buildings (p. 65), fines or penal- 
ties against those cutting prices, threats and 
heckling of persons attempting to bring 
about changes (p. 66), use of the Board of 
Health to limit the size of the market or 
milk shed (p. 66), and labor union demands 
which do not permit efficient milk handling 
(p. 74). The public does, and certainly the 
milk industry should, have an interest in the 
correction of these evils. 

Several of the chapters relating specifi- 
cally to milk marketing are especially recom- 
mended. These include Chapters 2, 3, 4, II, 
13, and 14. The importance of each dairy 
product is well summarized in Chapter 2. 
This chapter also includes a discussion of the 
paper container which is used chiefly in 
store distribution of milk. The possibility of 
reducing distribution costs (Chapter 3) by 
wider sales through stores, which can sell at 
lower prices, is not just an academic ques- 
tion. It is apparently a major possibility of 
increasing the market for milk. Also empha- 
sized is the importance of relatively high 
consumer incomes. It is significant that there 
is not a close relationship between the vol- 
ume of business of milk dealers and unit 
costs. Monopolistic pricing practices some- 
times permit large firms to operate inef- 
ficiently. 

The discussion of the factors affecting per 
capita milk sales is particularly noteworthy. 
Here are considered the influences of con- 
sumer income, price of milk, store milk sales, 
store price differentials, temperature, and 
population. In addition, detailed information 
is given for a number of individual markets. 

Considerable attention is also given to the 
influence of plant characteristics, such as 
plant layout, number and kinds of products, 
and employer-employee relations, upon 
costs. 
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The last chapter on milk ordinance re- 
quirements brings out clearly one significant 
point—that milk ordinances are unnecessar- 
ily burdensome and cost-requiring while at 
the same time they fail to give the protection 
desired. 

This book should be studied by all market- 
ing men and certainly by those in the milk 
industry. Improvements might have been 
made by narrowing down the scope of the 
discussion and by analyzing more thoroughly 
the phases selected. A summary chapter 
would have aided in tying together the ideas 
presented. Both the table of contents and 
the index appear complete. 

Ap.towe L. Larson 
Oklahoma A. & M. College 


INTERVIEWING FOR NORC, by the Staff of 
the National Opinion Research Center. 
(Denver, Colorado: University of Denver, 
1946. Pp. ix, 154. $2.00.) 

This book was prepared as a reference 
book and general instruction for the field 
interviewers of the National Opinion Re- 
search Center. It is admirably designed for 
this purpose. In addition to certain adminis- 
trative sections which furnish insight into 
the operating procedures of the organization 
(e.g., the ingenious instructions for carrying 
out and reporting telegraphic surveys), the 
book contains one of the best and most com- 
plete descriptions available of the problems 
faced in interviewing and of the methods 
found to be successful in solving those prob- 
lems. It is excellently written, and occasional 
cartoons add a light touch. 

To one who has done interviewing himself, 
the situations discussed arouse vivid mem- 
ories, and the admonitions on their handling 
inspire confidence in the results obtained by 
this organization. The attempt to cover all 
possible situations and to discuss them in a 
pleasantly informal style makes the book 
seem somewhat long. Only a very interested 
and cooperative interviewer is likely to read 
the volume. Still every interviewer, super- 
visor, and research director will derive 
much of value from doing so. 

While the book alone is not meant to be a 
guide to public opinion measurement, its 


content does give insight into certain of the 
methods and aims of the NORC, and it is 
perhaps legitimate to comment here on these. 

The instructions appear to be useful only 
in the measurement of what might be called 
the “top layer” of opinion. Although some 
attention is given to “free answer’’ questions 
and to the necessity of “‘probing,” the em- 
phasis throughout is on obtaining a direct 
answer to a direct question without any ex- 
ploration of the underlying psychological 
factors and relationships. Yet these are fre- 
quently of great value in suggesting the rela- 
tive effectiveness of different appeals or the 
direction in which educational (or promo- 
tional) effort should be directed. “Depth 
interviewing” is, of course, an elaborate and 
delicately sensitive technique and does not 
easily lend itself to mass interviewing or to 
instruction through a book such as this. It 
would seem worthwhile, however, for an or- 
ganization such as the NORC to experiment 
with the adaptation of such a technique to 
mass interviewing. 

Related to this is the rather strong em- 
phasis in the book on obtaining replies from 
respondents willy-nilly. The interviewer is 
advised on ways to avoid giving the re- 
spondent a chance to refuse a reply, and is 
told that he or she has “‘a right to ask a per- 
son his opinion.” It should be pointed out 
that this may arouse irritation and prejudice 
the success of future surveys. Again, the in- 
struction to ask every question, even though 
some questions seem irrelevant, and to insist 
on a reply to every question, may similarly 
irritate the respondent unless handled very 
tactfully. Good interviewers should be al- 
lowed some discretion in such matters. 

Several of the illustrative questions (e.g., 
“Which do you think is our Number One 
enemy, Germany or Japan?’’) are really 
leading questions in that they imply a prefer- 
ence or a distinction which the respondent 
may not have felt prior to the interview. 
Many “don’t knows” represent a real lack 
of opinion even though respondents may suc- 
cumb to persistent questioning and probing 
and may give some answer just to avoid a 
fuss. The book speaks of “‘sheer mental ]azi- 
ness”’ as being one reason why respondents 
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reply ‘don’t know,” and urges interviewers 
to try to make such people think on the spot 
and reach a decision on what their opinion 
“really is.” 

Unfortunately, such forcing of opinions 
does not provide us with a true picture of the 
extent of opinion formation. It provides us 
only with a picture of the distribution of the 
opinions people have been forced to make. 
This picture may be useful for certain pur- 
poses, such as election forecasts, but even 
then it should be presented only when the 
method of obtaining it has been made ex- 
plicit. To the extent that persistent question- 
ing and probing force opinions to grow where 
none grew before, the sample of respondents 
becomes unrepresentative rather than repre- 
sentative of the public. 

Certain minor points might be mentioned 
without further discussion. Because there 
are so many types of “don’t knows’’ (in gen- 
eral, well discussed in this book), it seems to 
this reviewer that questionnaire builders 
could obtain more illuminating results by 
providing explicitly for different types of 
“don’t knows,” such as “undecided,” “un- 
informed,” “‘new issue not previously faced 
or understood to be an issue,” “unable to 
select one alternative rather than another,” 
“refused,” etc. Again, the practice of asking 
the respondent to place himself in an income 
category, without revealing the exact in- 
come he receives, might well be extended to 
the age question and the rent question. It 
might also be wise to ask the name of par- 
ticular unions, so that national affiliation 
with the CIO, AFL, etc., could be checked or 
filled in during editing at the home office. 
Finally, the sampling error quoted in two 
places in the book apparently applies to com- 
pletely random sampling and not to strati- 
fied random sampling. Some mention might 
be made in the book of the reduction of the 
sampling error obtained by such stratifica- 
tion. 

Although one hesitates to suggest length- 
ening the book, it would seem desirable to 
include in it some of the rationale underlying 
certain of the directions which are given the 
interviewer. For example, why does a de- 
ceased husband remain the “‘main earner”’ in 


the family, thus determining the job and in- 
dustry classification of the respondent? 
Would the inheritance of a substantial sum 
on the death of a distant relative establish 
him as the main earner in the family? Again, 
is it fair to classify the economic level of 
three girls sharing the rent of a $60 apart- 
ment just as though any one of them lived 
in a $20 room? Does this mean that the rent 
paid by the main earner in a household is 
drastically reduced when a daughter gets 
her first job and begins to contribute to the 
rent? 

Despite these criticisms, most of which are 
minor, this is a remarkably well prepared and 
useful book. It should serve to improve inter- 
viewing techniques in many other organiza- 
tions, both by its generally well-conceived 
strictures and, in some cases, by drawing 
attention to areas where techniques are still 
fluid. It is to be hoped that it will be made 
available to educational institutions, for use 
in marketing, sociology, and other social 
science courses, as well as to the office and 
field staffs of opinion-seeking organizations 
other than NORC. It will be found of real 
value to social scientists in both academic 
and commercial circles. 

SAMUEL P. Hayes, Jr. 
New York City 


ADVERTISING TO THE Mass Market, by 
James Davis Woolf. (New York: Ronald 
Press, 1946. Pp. 133. $3.50.) 

GETTING A JoB IN ADVERTISING, by James 
Davis Woolf. (New York: Ronald Press, 
1946. Pp. 103. $2.00.) 

The title Advertising to the Mass Market, 
while in no way inappropriate for the first 
book, may be misleading. It is not a ‘““How 
to—” book and offers no easy formula for 
writing advertising. Rather, it is an attempt 
to present the mass market in terms of the 
“common man” who is the ultimate com- 
ponent of the mass that is the market. 

Mr. Woolf’s “common man’”’ is a simple 
soul—credulous, imitative, unthinking, nar- 
row in outlook, and ignorant. He is literate 
but confines his reading to trash. His buying 
motives (Mr. Woolf avoids using the term) 
can be reduced to five basic, impelling urges. 
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The book develops the advertising implica- 
tions of these urges and of the common man’s 
limitations as Mr. Woolf sees them in the 
light of many years of advertising experi- 
ence. These implications are discussed ur- 
banely and without cynicism. 

The volume is illustrated with skillfully 
chosen advertisements, but the quality of 
reproduction afforded them by the publisher 
was very unsatisfactory, at least in the re- 
viewer's copy. Mr. Woolf writes with clarity 
and a pleasing style. His happy choice of 
words and perfection of phrase will repay a 
second reading by anyone interested in copy. 
In the plan of the book as a whole, however, 
he seems to strive too hard for brevity and 
conciseness. The net result may be credited 
with a praiseworthy absence of padding, but 
there is also a tendency to oversimplify 
some rather complex ideas. For example, the 
very difficult problem of reaching a mass 
audience with an institutional message is dis- 
missed with three pages and one illustration. 
Institutional policy (e.g., cheerful credit or 
cash and carry) is not even mentioned. On 
the whole, however, the book is quite well 
done; and one is less inclined to criticise 
than to wish that the author had seen fit to 
produce another hundred pages in the same 
vein. 

The other little book, Getting a Fob in Ad- 
vertising, consists mainly of descriptions of 
the many different kinds of positions which 
make up the employment opportunities 
available in the field of advertising. Most of 
the chapters describe a single job, such as 
Media Buyer or Agency Representative, 
with comments on the qualifications which 
an aspirant would need to fill it and on the 
opportunities which it affords. Examples are 
included of the ways in which particular in- 
dividuals prepared themselves for that par- 
ticular kind of an advertising career. There 
is a separate chapter on “Women in Adver- 
tising.”” 

The book fills a real need. Too few realize 
how many different functions are involved in 
the broad field called advertising or the de- 
gree of specialized ability and training re- 
quired to perform them. The little volume is 
clear, brief, and surprisingly complete. It is 


dedicated to the returning veterans but it 
should prove useful to anyone who may be 
contemplating advertising as a career. It 
should be required reading for all who have 
the temerity to set themselves up as voca- 
tional counselors. 

Both books will be useful as supple- 
mentary reading for university courses in 
advertising and both deserve a wide library 
sale. 

Karu H. Krauskopr 
Ohio University 


A Ca sep Fruir AnD VEGETABLE Con- 
SUMER SuRVEY, by Pauline Beery Mack. 
(State College, Pennsylvania: Richards 
Institute, 1946. Pp. 214. $.50.) 


This is a report of a survey of attitudes and 
buying habits of 1,300 consumers with re- 
spect to canned fruits and vegetables. The 
consumers were interviewed and their buying 
habits observed in six typical stores. The 
stores selected included a metropolitan de- 
partment store, two metropolitan budget 
markets, a super-market in an anthracite 
coal region, a super-market in an industrial 
and agricultural center, and a super-market 
in a college community. Following the store 
interviews, 558 of those questioned were in- 
terviewed in their homes. 

The results of the study indicate that con- 
sumers purchase canned fruits and vege- 
tables, when one factor is considered alone, 
by the criterion of flavor, 16.9 per cent; of- 
ficial grade, 9.4 per cent; brand reputation, 
8.9 per cent; and price, 7.4 per cent. When a 
combination of factors was given by those 
interviewed, flavor ranked first, alone or 
combined 53.1 per cent; reputation of brand, 
alone or combined 41.4 per cent; official 
grade, alone or combined 29.6 per cent; price, 
alone or combined 25.2 per cent. 

During subsequent home interviews with 
558 of those previously interviewed, 67.6 
per cent were favorable toward United 
States Continuous Grading both in the store 
and in the home interview; 11.8 per cent were 
indifferent in the store but favorable at the 
subsequent home interview; and 9.8 per cent 
were favorable in the store, but indifferent 
at home. It was also indicated that interest 
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in advertising and interest in grading are not 
incompatible. 

The study is to be commended on the 
ground that it helps to clarify the significance 
of official grades in selection of products. It 
shows also the extent to which the consumer 
is actually aware that a number of the 
canned fruit and vegetable items are graded 
under the continuous inspection plan of the 
Department of Agriculture. The numerous 
tables are presented in an interesting man- 
ner, with adequate conclusions. 

In the stores where the survey was made, 
signs were placed stating that it was a 
United States Grade Labeled Canned Foods 
Consumer Acceptance Study. A card indi- 
cating the Government Grade and the meth- 
od of inspection was also placed on the dis- 
plays of the canned goods packed under the 
inspection of the U. S. Department of Agri- 
culture. In view of this fact, the conclusions 
are not as satisfactory as they might have 
been had no attempt been made to influence 
the customers to select a government graded 
article. 

The results of the survey will be of value 
to those interested in the pros and cons of 
grade labeling as well as to those who are 
analyzing buying habits of consumers. 

Cuar.es J. Dirksen 
University of Santa Clara 


Books RECEIVED 


Jobs and Markets, by the Committee for Economic 
Development Research Staff. (New York: McGraw- 
Hill, 1946. Pp. 125. $1.60.) 


This represents the final product of a group of out- 
standing economists who have spent months studying 
the highly controversial problems of inflation control 
and smooth transition of production from a war to a 
peace time basis. Concentration on prices has led to a 
heavy emphasis on governmental controls, particularly 
with respect to taxes, credit, and government expendi- 
ures. The recommended program calls for federal agen- 
cies to bring into line and keep in line the supply and 
demand for goods and services. 

More specifically, the Committee recommends ex- 
tension of the Office of Price Administration authority 
to June 30, 1947. It adds that price control must be 
streamlined and liberalized. The tax structure should 
provide more flexibility, permitting temporary varia- 
tions in individual income tax rates. Monetary authori- 
ties should be enabled to expand or contract the money 
supply to stimulate or limit demand. The government 


should also be ready with a large shelf of public works 
projects that can be quickly started and quickly 
stopped. 

Most of the reasoning presented by the authors ap- 
pears to be equally applicable to the problem of business 
cycle control at any time. 


Australia: The New Customer, by Howard Daniel and 
Minnie Belle. (New York: Ronald Press, 1946. Pp. 
Xili, 369. $4.50.) 

The war has brought a new and wider appreciation of 
Australia. Millions know now that the distant continent, 
so little heard of in the daily news, possesses a standard 
of living comparable to our own, that it is a growing 
frontier country with an energetic and homogeneous 
population and a progressive spirit every American can 
appreciate and understand. 

The new interest in Australia has extended to business 
men in every field. It was their thousands of inquiries 
to the Australian War Supplies Procurement Agency 
which primarily shaped the scope and content of this 
book. Both authors worked on the Procurement Agency 
staff, and they compiled their material for publication 
as they worked to solve American exporters’ problems. 
They may, therefore, write with authority. The collab- 
oration of an Australian and an American economist 
contributes a clarity of presentation arising from an 
understanding of both countries 

Certain chapters of the book make interesting reading 
for anyone interested in foreign trade or in the detailed 
functioning of the economies in the two nations. Most of 
the chapters, however, are devoted to a presentation of 
the salient facts concerning individual industries. A 
report is given of Australian manufacturing capacity, 
of the volume and origin of imports in past periods, of 
competitive factors, of tariffs, and of trade limitations 
likely to handicap the American shipper. These chapters 
may not be of general interest, but each survey will be 
invaluable to members of individual American indus- 
tries considering sales to Australia. Chapters on ““The 
Australian Customer,” “Marketing and Advertising,” 
and “Australia As A Postwar Market” deserve special 
attention. 


Planning for Fobs, Edited by Lyle Fitch and Horace 
Taylor. (Philadelphia: The Blakiston Company, 
1946. Pp. xxii, 463. $3.75.) 

Nearly 36,000 essays on the subject of attaining and 
maintaining full employment in peacetime were sub- 
mitted for judgment in the widely advertised Pabst 
contest. These essays constitute a unique collection of 
expressions of opinion by the American public. The 17 
prize-winners have been published in full, but the re- 
mainder are also of value not only because many appear 
to possess great merit but because of the evidence the 
whole group affords as to public thinking about major 
economic issues. 

Professors Lyle Fitch and Horace Taylor have sorted 
the thousands of papers and selected some 200 for con- 
densed presentation or comment in this book. These in- 
clude the more ingenious and interesting, those which 
best illuminate the various aspects of the employment 
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problem, and those which best represent typical points 
of view. 

No better commentary on the complexities of eco- 
nomics can be found than in the range of suggestions 
offered to attain and maintain full employment. The 
very diversity of proposals brings a new emphasis to the 
question “Where does the modern economy start?” 
Some center around higher taxes, some around lower 
taxes, some around new types of taxes, some around 
tax controls. The same spread of opinion exists on other 
points: fiscal policy, public works, loans and subsidies, 
governmental controls over the business man’s freedom 
of action, and so on. Patent law, unions, soil conserva- 
tion, instalment selling, social security, and price guar- 
antees all serve as starting points to achievement of the 
same employment objective. 

Despite the diversity of subject matter, skillful classi- 
fication of proposals and excellent editing make this 
book eminently readable. The effect of the editing is to 
emphasize the many aspects of an industrial economy 
and the extraordinary web of interrelationships between 
them. The authors of the original essays include well- 
known economists and business men of all ranks. Their 
total contribution, as here presented, deserves thought- 
ful study. 


Postwar Taxation and Economic Progress, by Harold 
M. Groves. (New York: McGraw-Hill, 1946. Pp. xiv, 
432. $4.50.) 

Professor Groves presents a forthright program of 
postwar taxation as his contribution to the series of 
Committee for Economic Development publications. An 
earlier volume, Production, Fobs, and Taxes, covered 
much of the same material in a tentative and incomplete 
form. Postwar Taxation and Economic Progress not only 
presents a more comprehensive treatment of the subject 
but goes beyond the field of federal taxes to give atten- 
tion to state and local taxes. A few of the conclusions of 
the earlier study have been revised or modified, and ex- 
tensive discussion is given to incentive taxes, to joint 
returns, and to loopholes in death and gift taxes. 

In general, Professor Groves’ final program places its 
primary emphasis upon maintenance of a direct per- 
sonal income tax with a broad base, an adequate 
standard rate, substantial graduation, no loopholes, 
and much stronger administration. Business taxes 
should be largely confined to undistributed profits. The 
retained profits should be subject, when earned, to ap- 
plication of a personal tax, and there should be an ef- 
fective program for taxing such earnings, when they 
are realized, as capital gains. Consumption taxes and 
tariffs should be minimized, limited primarily to excises 
on liquor, tobacco, and motor fuel. State and local 
property taxes should be confined to tangibles “and 
perhaps to real estate.” 

The federal tax program recommended is expected 
to yield roughly $18 billion, exclusive of social security 
taxes, on a net national income of $140 billion. The per- 
sonal income tax would raise 60 per cent of the total. 


Industrialization and Foreign Trade, by the Economic, 
Financial, and Transit Department of the League of 


Nations. (New York: Columbia University Press, 

1945. Pp. 167. $2.15.) 

Many business men and economists have expressed 
the fear that industrialization of relatively undeveloped 
areas adversely affects the foreign trade of nations al- 
ready advanced industrially. This volume has been 
prepared by the League of Nations economic staff to 
determine how well those fears are justified. 

To achieve its objective, a careful review and analysis 
have been made of the statistics of industry and trade 
from 1870 to 1945, and detailed study has been given 
to the data for older industrial nations. Conclusions, 
both inductive and deductive, have been reached. Of 
these, the following are most interesting and pertinent: 

1. Until about 1930 the growth of manufacturing, 
far from rendering countries independent of foreign 
manufactured goods, stimulated the import of such 
goods. 

2. Until about 1930, the countries in which manufac- 
turing developed most rapidly as a rule increased their 
imports more than did other countries. 

3. After the breakdown of multilateral trade early in 
the ’thirties, this relationship between the growth of 
industry and of trade in manufactured goods was sev- 
ered. 

The extensive appendices, presenting tables of manu- 
facturing and of trade in manufactured goods, should be 
of great value to economists. 


The War On Malnutrition and Poverty, by J. Murray 
Luck. (New York: Harper and Brothers, 1946. Pp. 
203. $2.50.) 

This little book on the cause and cure for malnutrition 
and poverty is a contribution to economics by a Stan- 
ford professor of biochemistry. It is evident to the au- 
thor that a large portion of the population of Great 
Britain and the United States suffers from improper 
and inadequate diets. This is traceable primarily to 
poverty rather than to ignorance. The remedy lies in 
the more rapid advancement of the cooperative move- 
ment. Men and women may best control their destinies 
this way. 

The entire last half of the book is devoted to a report 
on the functioning of consumer cooperatives in many 
fields, with particular emphasis devoted to the credit 
union. Earlier chapters on poverty in the eighteenth 
and nineteenth centuries and on the efforts of the 
people themselves to find a solution in cooperation are 
quite interesting. 


National Policy for Aviation, by the National Planning 
Association. (New York: National Planning Associa- 
tion, 1946. Pp. 68. $.50, paper.) 

In March 1945, the National Planning Association 
established an Advisory Committee on the Aircraft 
Industry to study: the problems of reconversion and the 
future development of the industry. This Committee of 
33 persons is composed of high ranking members of the 
War, Navy, Commerce, and similarly interested govern- 
ment departments, of the aircraft manufacturers, of 
aircraft industry unions, and other organizations. The 
present publication represents the recommendation of 
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the group with respect to national policy. An additional 
brief statement by the Board of Trustees of the Na- 
tional Planning Association gives general support to the 
Committee’s program, although its own recommenda- 
tions are less numerous and specific. 

The experience of the members of the Committee 
and the thoroughness of their review of aircraft industry 
problems make the report as a whole an important 
document deserving of study on the part of all concerned 
by, or interested in, the subject of national aviation 
policy. The briefest summary requires notation of the 
recommendation for extensive fundamental aeronauti- 
cal research by the National Advisory Committee for 
Aeronautics. It is recommended that the Army and 
Navy explore military applications of such research re- 
sults, and that private industry should be stimulated 
to compete in design and development of aircraft and 
aerial weapons. Research and production programs 
should be of broad scope and be accompanied by careful 
industry mobilization planning. 

Other recommendations include the following: Com- 
mercial air transport should be given heavy support, 
and competition should be sought among United States 
flag international air carriers. Vigorous efforts should be 
made to secure removal of restrictions which limit com- 
mercial rights in the international air transportation 
field. The Federal government should participate in 
measures to assure maximum development of unsched- 
uled commercial and private flying; and a civilian pilot 
training program should be developed by the Civil 
Aeronautics Administration. 


Domestic Servants in the United States, 1900-1940, by 
George J. Stigler. (New York: National Bureau of 
Economic Research, 1946. Pp. 44. $.50.) 


This brief report is the first product of the National 
Bureau’s investigation of the service industries, an 
important sector of the economy too long neglected by 
economists. The limitations of the report form a com- 
mentary on our general ignorance of the subject of 
domestic service. It is still more significant that Dr. Stig- 
ler’s interpretation and analysis of available data repre- 
sents such a long step forward. Many readers will find 
their first concrete conception of the economics of 
service trades in these few pages. 

At the last Census, over two million persons were 
employed in domestic service. This employment repre- 
sented 17 per cent of all women in the labor force. The 
total was larger than ever before, yet the increase in 
number of servants over a period of years never kept 
pace with the expanding population. A 36 per cent de- 
cline in the ratio of servants to families took place be- 
tween 1900 to 1940. Similar declines (although of differ- 
ent magnitudes) seem to have taken place in many 
countries, 

In general, the market mechanism for allocating labor 
in this field works as well or better than elsewhere. If 
there is a servant problem, it is primarily the problem 
of offering enough to draw persons into domestic serv- 
ice. The need of servants seems to have declined in this 
country. Smaller families, abandonment of many activi- 
ties by the household to commercial service establish- 


ments (laundries, etc.), and the increased availability 
of household labor-saving and labor-easing equipment 
seem to have been primarily responsible. Servants’ 
wages have not risen much, if at all, relative to national 
income per worker. 


Family Spending and Saving in Wartime, by the United 
States Bureau of Labor Statistics. (Washington: 
U. S. Department of Labor, 1945. Pp. x, 218. $.35. 
paper.) 

This volume presents for the first time a complete 
and detailed report of two surveys of family spending 
and saving carried out by the Bureau of Labor Statistics 
and the Bureau of Human Nutrition and Home Eco- 
nomics. The surveys themselves were made during 1941 
and the first part of 1942. Preliminary summaries were 
published some time ago as Bureau of Labor Statistics 
Bulletins 723 and 724. More detail on farm families 
and on food consumption have appeared as Department 
of Agriculture Miscellaneous Publications 520 and 550. 

The data presented in this report cover 3,100 families, 
very carefully selected to insure that they provide an 
accurate national sample. This survey is the only one 
conducted for the primary purpose of providing national 
estimates of expenditures and savings by income class. 
Although a great deal has happened since these inter- 
views were made, the report will be found most useful. 
A comparison of results with data gathered in a some- 
what similar survey in 1935-1936 permits measurement 
of the effect of higher incomes on the pattern of buying 
and on consumption versus savings. Shortages had not 
yet developed to an important extent, but incomes had 
increased significantly since 1935. 


Getting Into Foreign Trade, by Eugene Van Cleef. 
(New York: Ronald Press, 1946. Pp. 133. $2.50.) 


This little primer on foreign trade should be of mate- 
rial value to the many men and women who would like 
to enter the field of foreign trade; but it should be 
equally valuable to scores of small business men who 
have regarded foreign trade as the preserve of the large 
corporation. The book makes no pretenses. It is a short, 
straightforward, readable volume requiring no special 
knowledge or education to obtain the full value from it. 

Professor Van Cleef starts out with a chapter entitled 
“There’s Profit In It” and follows this with a second on 
“How To Get Started.” Full emphasis is given to the 
many opportunities to carry on export business without 
formal organization for the purpose. Commission 
houses, manufacturer’s agents, foreign distributors, and 
other comparatively inexpensive means of reaching the 
market are briefly described. This leads naturally to a 
discussion of the “Built-In Department.” 

Subsequent chapters are devoted to the assistance 
available from the Department of Commerce, trade as- 
sociations, the National Foreign Trade Council, Cham- 
bers of Commerce, banks, and credit agencies; to pub- 
lications in the field; to foreign trade as a career; and to 
government service. Imports are treated rather briefly; 
but much that is said throughout the book is equally 
applicable to importing. 

Despite the fact that the author makes foreign trade 
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appear comparatively easy, categorical statements on 
the subject do not suggest that profits can be quickly 
earned or that jobs will be readily available to the un- 
trained. 


Trends In Collective Bargaining, by S. T. Williamson and 
Herbert Harris. Report and Recommendations by 
the Labor Committee of the Twentieth Century 
Fund. (New York: The Twentieth Century Fund, 
1945. Pp. 254. $2.00.) 

The major part of this volume is made up of excellent 
studies on collective bargaining by Mr. Williamson and 
Mr. Harris, who place particular emphasis on the very 
great effect of World War II on the processes of bargain- 
ing. The contribution which they make, however, is in- 
evitably overshadowed temporarily by the program for 
action, offered by the Labor Committee of the Twen- 
tieth Century Fund. This appears as the book’s last 
and longest chapter. 

The Labor Committee is composed of such men as 
William H. Davis, Clinton S. Golden, and Howard 
Coonley, able representatives of management, labor, 
and the public. It is their conclusion that collective bar- 
gaining is necessary and desirable, definitely here to 
stay. “‘... The key to postwar industrial harmony 
is to be found in the intelligent, equitable, and patient 
administration of collective bargaining contracts.” 
Management and unions should explore the advantages 
to be gained from a wider application of market-wide 
bargaining. Employers within an industry should asso- 
ciate themselves into organizations designed to negoti- 
ate with unions. Voluntary mediation boards should be 
established within every sizable industrial community. 

Collective bargaining, among its other purposes, 
should “regularize prices without letting them rise too 
high, and at the same time aid in the abolition of sweat- 
shop practices.” It should also relax price rigidity found 
in imperfect competition by putting production and 
employment first rather than curtailing output to main- 
tain pre-existing wage scales during periods of declining 
demand. 

Fair labor practice boards, federal and state tribunals, 
should enforce fair union practices. All union finances, 
under law, should be opened to public scrutiny. Labor 
unions must be so organized as to insure democratic 
control by union members. Bargaining representatives 
will then be truly representing their constituents. 


Industry in Latin America, by George Wythe. (New 


York: Columbia University Press, 1945. Pp. 371. 
$4.00.) 


Latin Americans are thoroughly dissatisfied with the 
slow economic and social development of their countries. 
They are anxious to reduce their dependence upon world 
markets for a few raw materials; and they have not 
forgotten that the great depression brought widespread 
suffering directly traceable to overspecialization. There 
is a general desire to solve the social and political prob- 
lems inherited from the colonial era—the system of large 
landed estates, isolated and impoverished rural com- 
munities, and personalistic leadership in politics by the 
men-on-horseback. 

This dissatisfaction with the past and the present has 
been expressed through a new nationalism seeking to 
mold broader and more efficient economies and create 
new social forms and institutions. Industrialization 
seems to Latin Americans to offer the basis of solution 
for many problems. It may bring diversified industry, 
greater self-sufficiency, and a middle class. It offers pro- 
tection against nationalist economic policies such as 
those pursued by Germany and Italy and against one- 
way trade programs such as that of the United States. 

The trends vary from nation to nation in their detail, 
but they are almost identical in their objectives and 
major methods. They suggest that the Latin America 
of tomorrow will be much different from the Latin 
America of yesterday. 

Mr. Wythe’s book is most timely in its analysis of 
developments. It is exceptionally thorough and well 
written. An excellent review of the basic features of the 
economies of Latin nations describes the outlines of 
opportunity and the current limitations to develop- 
ment. This is followed by a series of chapters going into 
greater detail concerning the situation in each country 
and pointing out marked differences in the progress 
made toward industrialization and in the opportunities 
for future development as between the several countries. 
Reference is made to the effects of World War II, which 
are likely to be profound and lasting. There is evidence 
already that social and political changes are, indeed, 
following upon the economic trends. 

The author has spent many years among the South 
and Central American republics as a commercial attaché 
of our government. The material for this book has been 
gathered slowly over years, and the analysis and con- 
clusions offered have been tested in a series of articles 
and monographs. The finished product is thoroughly 
scholarly and exceedingly interesting. 
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Editor 








Association Business Meeting 


The meeting was at the Hotel Statler, 
Boston, Massachusetts, May 17. President 
Hill called the meeting to order at 3:30 
P.M. The report of the Treasurer was read. 
It was also reported that as of May 11, 1946 
the membership totalled 2,167 with 327 new 
members added since January 1, 1946. The 
following committees reported: Industrial 
Marketing, Marketing Research Techniques, 
Membership, Chapter Activities, Teaching of 
Marketing, Personnel and Placement, Defi- 
nitions, Marketing Research Activities, and 
Newsletter. 

President Hill reported to the meeting on 
plans for future meetings approved by the 
Board. He first pointed out that the Social 
Science group was not holding a joint meet- 
ing this year and that, instead of a Christmas 
meeting, the American Economic Associa- 
tion was meeting at Atlantic City, January 
24 to 27, 1947. The Board had for considera- 
tion invitations from San Francisco, De- 
troit, and New York and action on these 
invitations was as follows. The offer of the 
San Francisco Chapter was accepted and the 
winter meeting planned for November 26 
and 27 (the Fairmont Hotel headquarters). 
The Detroit Chapter was authorized to hold 
a regional meeting early in September (sub- 
sequently changed to October 24 and 25, 
Hotel Statler headquarters). The New York 
invitation, elaborately documented with 
letters from the governor, mayor, and other 
dignitaries, was accepted for a meeting in 
the Spring of 1947 (dates subsequently 
selected were June 12 and 13, Hotel Com- 
modore headquarters). 

A brief summary was given of the major 
points revealed by the tabulation of the 
questionnaire sent to the entire membership 
in April. 
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After adopting a resolution of appreciation 
to the New England Chapter and a resolu- 
tion that letters be written to them by the 
president and secretary complimenting them 
on the conduct of the convention, the Busi- 
ness Meeting adjourned at 4:20 P.M. 


Officers and Directors Meeting 


The meeting was at the Hotel Statler, 
Boston, Massachusetts, May 15. President 
Hill called the meeting to order at 10:00 
A.M. Questions relative to THE JOURNAL OF 
MARKETING were first discussed. It was de- 
cided to increase the size of THE JOURNAL 
and to increase the allocation to THE 
JOURNAL made by the Association. It was 
also decided that uniform and increased ad- 
vertising rates should be charged all buyers 
and that a more aggressive solicitation of 
advertising be undertaken. 

The afternoon session was called to order 
at 2:00 P.M. The principal business was con- 
sideration of the report of the Conference 
Policy Committee. After discussion of this 
report, it was decided to appoint a committee 
to draw a report of the procedure to be fol- 
lowed in conducting a national conference. 
The committee immediately appointed was 
William Applebaum, Sid Bernstein, Don 
Hobart, and Ross Cunningham, Chairman. 
(The Convention Procedure Manual should 
be available for use at the Winter Meeting.) 

The results of the questionnaire were pre- 
sented in detail and were discussed at length. 
It was decided that the Officers and Di- 
rectors should consider the wishes of the 
members as indicated through the question- 
naire in deciding questions of general policy. 

At 8:00 p.m., the Officers and Directors 
met with Chapter presidents and delegates 
as an enlarged Chapter Activities Commit- 
tee. One of the items discussed was the ques- 
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tion of membership dues. It was the concen- 
sus of the group that the By-Laws should be 
changed so as to provide for membership 
dues of $10.00 and an associate membership 
class with dues of $5.00. It was recom- 
mended that the Board take steps to submit 
the question of amending the Constitution 
and By-Laws to the entire membership by 
mail ballot. 


Boston Conference Proceedings 


The important papers on Market Restric- 
tions, Market Research, Television, and 
other subjects discussed at the Spring Con- 
ference have been gathered together in a 
150-page processed book. Copies are avail- 
able at $2 each as long as the limited supply 
lasts. Checks should be made payable to 
George G. Phair, Treasurer, New England 
Chapter, A.M.A., and sent to him in care of 
W. F. Schrafft’s Sons Corporation, Sullivan 
Square, Boston 29, Massachusetts. 


The Fall Regional Meeting at Detroit 


On October 24 and 25, 1946, an American 
Marketing Association regional meeting to 
which all A.M A. members are cordially in- 
vited will be held in Detroit at the Hotel 
Statler. The program has been carefully 
planned around the basic theme of how to 
choose the best and how best to use present 
day market research techniques. 

The morning session of the first day will 
deal with standards in consumer market re- 
search, with special reference to research as 
sponsored by newspapers and measures of 
the effectiveness of outdoor advertising. 

The afternoon of the first day will be de- 
voted to the examination of some new ap- 
proaches to income measurement, dealing 
specifically with the Ohio Sales Tax study, 
the Indiana Gross Income study, and family 
income measurement. Industrial marketing 
problems and techniques will be another im- 
portant topic of the afternoon. 

The morning of the second day will be 
used for three group discussions: (1) Market 
research sources and methods; a critical 
analysis of the strength and weakness of the 
consumer panel, mail questionnaires, per- 
sonal interviews, and canvass methods will be 


in order. (2) A discussion of subjects of inter- 
est to teachers of marketing, and (3) gov- 
ernmental aids to marketing. 

The afternoon of the second day is re- 
served for a panel discussion of the current 
status of postwar plans. Representatives of 
several major industries and governmental 
agencies will discuss the progress of distribu- 
tion planning. 

All sessions will have nationally known 
authorities as speakers. Highly competent 
leaders in each field have been secured. This 
convention will provide a real opportunity 
for a clinical study of the techniques of mar- 
keting and how, why, when, and where to 
use them to the best advantage. Invitations 
and program schedules are being sent to all 
A.M.A. members. 

A limited number of tickets in a special 
reserved section for the Michigan-Illinois 
football game at Ann Arbor on Saturday, 
October 26, will be available at the time of 
registration. 


CHAPTERS IN ACTION 
Chicago Chapter 

President, Robert F. Elrick, Pepsodent 
Division, Lever Brothers Company: sst 
Vice-President, James L. Spangenberg, 
Quaker Oats Company; 2nd Vice-President, 
Richard Snyder, Marketing Consultant; 
Secretary, Ralph H. Oakes, DePaul Uni- 
versity; Treasurer, William R. Keir, Libby, 
McNeill & Libby. Directors: S. R. Berstein, 
Advertising Age; George H. Brown, Uni- 
versity of Chicago; Robert J. Eggert, Amer- 
ican Meat Institute; Neal Gilliatt, McCann- 
Erickson, Inc.; Jack C. Griffin, Booz, Allen 
& Hamilton; C. T. Heusinkveld, Armour & 
Company; William F. O’Dell, Market Facts, 
Inc.; G. Maxwell Ule, McCann-Erickson, 
Inc.; Stanley Womer, Industrial Surveys 
Company. 

Michigan Chapter 


President, Robert H. Breitenbach, Cham- 
berlin Company of America; 7st Vice-Presi- 
dent, H. D. Everett, Ford Motor Company; 
2nd Vice-President, Paul L. Weller, Wyan- 
dotte Chemicals Corporation; Secretary, 


Katherine Leiber, McGraw-Hill Publishing 
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Company. Directors: Hugh MacMillan, De- 
troit Free Press; C. N. Davisson, University 
of Michigan; F. L. Curtis, Michigan Bell 
Telephone Company; Treasurer (pro tem), 
Raymond Danto, Kaiser-Frazer Corpora- 
tion; Program Chairman, H. D. Everett; 
Membership Chairman, F. L. Curtis; Pub- 
licity and Publications Chairman, William 
Hunt. 

Plans for the Detroit Meeting, October 24 
and 25, are being made. Members who will 
assume primary responsibility for this meet- 
ing are: General Chairman, Richard Ouders- 
luys, Commercial Services, Inc.; Program 
Chairman, Albert Moellman, The Detroit 
News; Raymond Danto (Vice Chairman); 
Treasurer and Registrant, William Hunt; 
Arrangements, Stewart Walker; Pudlicity, 
Hugh MacMillan; Proceedings, Prescott 
Baker, Market Surveys; Exhibits, Vern 
Nickel, Nash Kelvinator Corporation; Secre- 


tary, H. H. Geddes, R. L. Polk & Company. 
Meetings 1945-46: 


September: John R. Sargent, Vice-Presi- 
dent, George S. Armstrong & Company. 
October: Ralph L. Lee, Employee Coopera- 
tion, General Motors Corporation. Novem- 
ber: Lawrence R. Lockley, Manager of Mar- 
ket Research, E. I. du Pont de Nemours 
Company. January: Wilson Wright, Econo- 
mist, Armstrong Cork Company. February: 
Everett R. Smith, Director of Research, 
MacFadden Publications. March: Lyman L. 
Hill, Director of Sales Research, Servel, Inc. 
April: Henry G. Weaver, Director of Cus- 
tomer Research, General Motors Corpora- 
tion. May: Harry B. Marsh, Director of 
Market Research, The Perfect Circle Com- 
pany. 

New England Chapter 

President, Freeman J. Young, Lever 
Brothers Company; Vice-President, William 
Applebaum, Economy Grocery Stores Cor- 
poration; Secretary, Margaret E. McQuide, 
The Curtis Publishing Company; Treasurer, 
George G. Phair, W. F. Schrafft & Sons, Cor- 
poration. Executive Committee: Howard J. 
Heffernan, Monsanto Chemical Company, 
Merrimac Division; E. Perkins McGuire, 


R. H. White Company; Malcolm P. McNair, 


Harvard University Graduate School of 
Business Administration; Nicholas E. Peter- 
son, First National Bank, Boston. 

A major activity of the New England 
Chapter was the arrangements for, and con- 
duct of, the Spring National Meeting in 
Boston on May 16 and 17. The success of 
this meeting was attested by the large at- 
tendance and by the congratulatory com- 
ments of members, officers, and directors. 


Northeastern Ohio Chapter 


President, Ralph W. Leavenworth, Fuller 
& Smith & Ross, Inc., Cleveland; Vice- 
President, R. E. Davis, Manager, Sales 
Research Division, Goodyear Tire & Rubber 
Company, Akron; Secretary, Ray C. Hart- 
man, Cleveland Electric Illuminating Com- 
pany; Treasurer, A. K. Gaetjens, Manager, 
Marketing Research Department, General 
Electric Company, Cleveland; Director-at- 
Large, Paul Meelfeld, Hinde & Dauch Paper 
Company, Sandusky. 


Meetings 


June: R. E. Davis illustrated his recent 
study on crude rubber with a profusion of 
charts indicating prewar conditions. Also 
shown at this meeting was the Twentieth 
Century Fund movie, “Distributing Amer- 
ica’s Goods.” 

The Northeastern Ohio Chapter will have 
no summer discussion group meetings and 
its first monthly meeting will be September 
10. 

Northern New Fersey Chapter 


President, Col. E. C. Stover, Jr., Charles 
Dallas Reach Company; Vice-Presidents, 
E. H. Cargen, Jr., Sales Affiliates; Elsa 
Zumpe, Professional Market Research; 
Secretary, Ruth G. DeWitt, Rubberset Com- 
pany; Treasurer, Robert P. Sanborn, Hyatt 
Bearing Division, General Motors Corpora- 
tion. 


Meetings 

May 27, 1946 at Newark Athletic Club, 
Philip E. Wilcox, Philip E. Wilcox, Inc., 
New York, on “Visual Aids to Selling.” 
June 24, at Newark Athletic Club, Duane 
Davis, Reynolds Metals Company, Inc., 
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New York, on “Recent Applications of 
Metals in Flexible Packaging.” 


Pacific Northwest Chapter 


President, Robert Story; Secretary-Treas- 
urer, Frank Manning; Executive Committee, 
Warren Kraft and Dr. Henry Burd; Program 
Committee Chairman, Anthony Moiteret 
(will also serve as a member of the Executive 
Committee). 

During the summer months a special 
membership drive of the Pacific Northwest 
Chapter was held under the direction of Mr. 
Story. 

Pittsburgh Chapter 


President, F. B. Jones, Equitable Gas 
Company; Vice-President, Herbert G. Wy- 
man, Pittsburgh Post-Gazette; Secretary, Har- 
rie G. Lewis, University of Pittsburgh; 
Treasurer, Arend E. Boer, University of 
Pittsburgh. Directors: Leo J. Dunphy, Mine 
Safety Appliance Company; Paul C. Rath- 
ert, Donahoe’s; Walter P. Rhodes, National 
Tube Company; M. Dal Ghent, Carnegie- 
Illinois Steel; Cyril Livingston, Ketchum, 
MacLeod & Grove. Past President €§ Director, 
Arthur L. Rayhawk, Sullivan-Rayhawk. 


Meetings 


April: Clyde Paige, Promotion Manager 
of The Pittsburgh Courier, assisted by Dr. 
Arthur L. Rayhawk, presented a recently 
completed market study, “Buying Habits of 
Negro Families in Pittsburgh’s Courier- 
ville.”” May: F. B. Jones, Manager, Sales and 
Market Research, Equitable Gas Company, 
on “A Forecast of Residential Construction 
in Allegheny County, 1945-1960.” 


Southern Ohio Chapter 


A meeting of the Southern Ohio Chapter 
was held at the Hotel Gibson, Cincinnati on 
May 24. Dinner was served in the Grand 
Ballroom of the hotel. Donald M. Hobart, 
Director of Research for the Curtis Pub- 
lishing Company spoke on the topic ““Man- 
agement’s Viewpoint of Market Research.” 


Southwest Chapter 


President, Bradford Corbin, The Coleman 
Company, Inc.; Vice-President, Dr. Hugh G. 


Wales, Washburn Municipal University; 
Secretary, Thad Greb, The Beech Aircraft 
Corporation; Treasurer, Bentley Barnabas, 
Kansas Gas & Electric Company. Directors: 
Charles Carter, Carter Advertising Agency; 
Geraldeane Cutler Whan, F. L. Whan 
Associates; Carroll K. Ward, Mid-Continent 
Airlines; Burton Wasser, Potts-Turnbull 
Advertising Agency. Membership Committee 
Chairman, Nancy Bruner, Western Auto 
Supply Company; Program & Publicity 
Committee Chairman, Oliver Buswell, Mc- 
Cormick-Armstrong Company. 

in addition to organizing and electing of- 
ficers and directors, the Southwest Chapter 
adopted a constitution which they have sub- 
mitted to the Board of Directors together 
with their request for recognition as an 
American Marketing Association Chapter. 
Action on this matter stands high on the 
order of business for the next Officers and 
Directors Meeting. 


Inadvertent Omissions from the 1946 National 
Roster: 


Cate, Allan M. Hayden & Cate, 755 
Boylston Street, Boston, Massachusetts. 
(1) President. (3) B.S., 1920, Dartmouth 
College; M.C.S., 1921, Amos Tuck School. 
(4) Packaging, Advertising, Direct Mail. 

Steele, Edgar A. Research Company of 
America, 341 Madison Avenue, New York 
17, New York. (1) Director of Research. (5) 
Marketing, Sales and Promotional Research, 
Special Panel Operation. Newspapers and 
Magazine Readership Studies. (6) Formerly 
Account Executive with Daniel Starch, 
Executive Vice-President and Partner L. M. 
Clark, Inc. Director of Media and Research 
of Maxon, Inc., New York. 

Whan, F. L. 101 S. Belmont, Wichita 8, 
Kansas. (1) Professor. Head of Department 
of Speech, University of Wichita. (2) In 
charge of F. L. Whan & Associates Market- 
ing Research. (6) Radio Audience Analysis; 
Post War; Elections; Community Chest; 
Employee Attitude Analysis. 

Roehsler, J. L. Research & Promotion 
Manager, Paul Block & Associates, 400 
Madison Avenue, New York. 

Mr. Warren E. Kraft was erroneously 
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listed as Vice-President and Manager of 
Erwin, Wasey and Company. The correct 
listing is Vice-President and Manager of 
Honig-Cooper Company, 455 Skinner Build- 
ing, Seattle, Washington. 


PERSONNEL NOTES* 
Dr. Delbert J. Duncan, formerly of North- 


western University, is now at Cornell Uni- 
versity, Ithaca, N. Y. 


Dr. John H. Frederick has resigned from 
his professorship at the University of Texas 
to become Professor of Transportation and 
Foreign Trade in the College of Business 
Administration, University of Maryland, 
College Park, Md. 


Dr. Clyde William Phelps, for many years 
Head of the Department of Economics and 
Commerce in the University of Chattanooga, 
has joined the staff of the Department of 
Economics, University of Southern Cali- 
fornia, Los Angeles 7, California. 

* Notes concerning appointments, resignations, and 


other changes affecting the personnel of A.M.A. 
should be sent to the Secretary, Harvey W. Huegy. 


Dr. Ronald B. Shuman, who has been a 
Colonel in the Army, is returning to his 
former position as Professor of Business 
Management, College of Business Adminis- 
tration, University of Oklahoma, Norman, 


Oklahoma, this fall. 


Dr. L. D. H. Weld, a pioneer in marketing 
research, a past president and a founder of 
the American Marketing Association, and 
for many years one of the foremost econo- 
mists and statisticians in the advertising 
industry, passed away July 7, 1946, at his 
summer home in Gloucester, Massachusetts. 


Dr. John W. Wingate has returned to his 
position at New York University after a 
year’s leave of absence spent in setting up a 
Department of Retailing in Washington 
University, St. Louis, Missouri. 


Dr. Kenneth B. Haas, for the past eight 
years field representative for Business Edu- 
cation Service, U. S. Office of Education, 
has become Retail Training Director of 
Montgomery Ward, Chicago. 





AMERICAN 
STATISTICAL 
ASSOCIATION 


1603 K Street, N.W. 





STATISTICAL METHODOLOGY INDEX 


A new feature, edited by Oscar Krisen Buros, of Rutgers University, formerly 
editor of the Yearbook of Research and Statistical Methodology, has been added 
to the Journal of the American Statistical Association. Look at the back section 
of each Journal for an authoritative guide to current articles on statistical 
methodology. Index Number I appeared in September 1945. 


Subscribe to the Quarterly Journal—$6.00 a year. 


AMERICAN STATISTICAL ASSOCIATION 


Washington 6, D.C. 














